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IMPLEMENTATION OF FAST TRACK TRADE 
AUTHORITY 


TUESDAY, SEPTEMBER 30, 1997 

House of Representatives, 

Committee on Ways and Means, 

Subcommittee on Trade, 

Washington, DC. 

The Subcommittee met, pursuant to call, at 10:03 a.m., in room 
1100, Longworth House Office Building, Hon. Philip M. Crane 
(Chairman of the Subcommittee) presiding. 

[The advisory announcing the hearing follows:] 


( 1 ) 
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ADVISORY 

FROM THE COMMITTEE ON WAYSAND MEANS 
SUBCOMMITTEE ON TRADE 

FOR IMMEDIATE RELEASE CONTACT: (202) 225-6649 

September 25, 1997 
No. TR-17 


Crane Announces Hearing on 
I mplementation of Fast T rack T rade Authority 

Congressman Philip M. Crane (R-IL), Chairman, Subcommittee on Trade of the 
Committee on Ways and Means, today announced that the Subcommittee will hold 
a hearing on the extension of fast track negotiating authority to the Administration 
for use in negotiating trade agreements, and on the report required under section 
108 of the North American Free Trade Agreement (NAFTA) (P.L. 103-182). The 
hearing will take place on Tuesday, September 30, 1997, in the main Committee 
hearing room, 1100 Longworth FI ouse Office Building, beginning at 10:00 a.m. 

Oral testimony at this hearing will be from invited witnesses only. These wit- 
nesses will include United States Trade Representative Charlene Barshefsky. Any 
individual or organization not scheduled for an oral appearance may submit a writ- 
ten statement for consideration by the Committee and for inclusion in the printed 
record of the hearing. 


BACKGROUND: 


Certain trade agreements cannot enter into force as a matter of U.S. law unless 
implementing legislation approving the agreement and any changes to U.S. law is 
enacted into law. In order to implement a number of trade agreements, including 
most recently the Uruguay Round Agreements and NAFTA, Congress enacted cer- 
tain "fast track" procedures. 

The purpose of the fast track approval process is to preserve the constitutional 
role and fulfill the legislative responsibility of Congress with respect to trade agree- 
ments. The process assures that Congressional views and recommendations with re- 
spect to provisions of the proposed agreement and possible changes to U.S. law are 
fully taken into account. At the same time, the process is designed to ensure certain 
and expeditious action on the results of the negotiations and on the implementing 
bill. 

Now expired with respect to any new trade agreements, the fast track provisions 
required the President, before entering into any trade agreement, to consult with 
Congress as to the nature of the agreement, how and to what extent the agreement 
will achieve applicable purposes, policies, and objectives, and all matters relating to 
agreement implementation. In addition, the President was required to give Congress 
at least 90 calendar days advance notice of his intent to enter into a trade agree- 
ment. After entering into the agreement, the President was required to submit to 
Congress the draft agreement, implementing legislation, and a statement of admin- 
istrative action. Subsequently, the FI ouse committees of jurisdiction had 45 days to 
report the bill to the FI ouse, which was required to vote on the bill within 15 legisla- 
tive days after being reported from the committees. Fifteen days were provided for 
Senate consideration (assuming the implementing bill was a revenue bill), and the 
Senate floor action was r^uired within 15 additional days. Accordingly, the maxi- 
mum period for Congressional consideration of an implementing bill from the date 
of introduction was 90 days. Amendments to the legislation were not permitted once 
the bill was formally introduced: the committee and floor actions consisted only of 
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"up or down" votes on the bill as introduced. However, before formal introduction, 
the committees of jurisdiction would hold informal hearings and mark-ups in order 
to develop a draft implementing bill, together with the Administration before formal 
introduction. 

Because the fast track authority used for the Uruguay Round Agreements and the 
NAFTA has expired, the Committee is now considering the extension of additional 
fast track authority for future trade initiatives, including the F ree Trade Agreement 
of the Americas, multilateral agreements under the auspices of the World Trade Or- 
ganization, and possible further sectoral initiatives. N^otiations with Chile began 
on J une 7, 1995, and have been suspended pending passage of fast track legislation. 
The President transmitted a proposal to the Congress on September 16, 1997, to 
renew fast track trade agreement authority. 

This hearing is the fourth in a series which began on March 18, 1997, to consider 
major U.S. trade initiatives. In addition, during the 104th Congress, the Subcommit- 
tee held two hearings on fast track negotiating authority: the first on May 11, 1995, 
and the other on May 17, 1995. Also during the 104th Congress, the Committee on 
Ways and Means approved H .R. 2371, the Trade Agreements Authority Act of 1995. 
However, the Administration announced that it did not support H.R. 2371, and it 
was not considered on the House Floor. 

In announcing the hearing. Chairman Crane stated: "Because future trade agree- 
ments will offer essential opportunities to expand and ensure the success of U.S. 
businesses and workers in the international economy, I believe it is critical for Con- 
gress to move ahead with fast track legislation in the next few weeks. However, in 
order to achieve broad support in the House, fast track must be well defined so that 
its use is limited to those matters that are directly related to trade." 

FOCUS OF THE HEARING: 

The focus of the hearing is to discuss the extension of fast track authority to nego- 
tiate and implement trade agreements, including the elements that should be in- 
cluded within fast track rules, the scope of the negotiating objectives for trade 
agreements, and the nature and extent of the consultation requirements between 
the Administration and Congress. In addition, the hearing will focus on the Presi- 
dent's report under section 108 of P.L. 103-182, which requires the President to 
identify those countries with which the United States should seek to negotiate free 
trade agreements. 

DETAILS FOR SUBMISSION OF WRITTEN COMMENTS: 

Any person or organization wishing to submit a written statement for the printed 
record of the hearing should submit at least six (6) single-space legal-size copies of 
their statement, along with an IBM compatible 3.5-inch diskette in ASCI I DOS Text 
or WordPerfect 5.1 format only, with their name, address, and hearing date noted 
on a label, by close of business, Tuesday, October 7, 1997, to A.L. Singleton, Chief 
of Staff, Committee on Ways and Means, U.S. House of Representatives, 1102 Long- 
worth House Office Building, Washington, D.C. 20515. If those filing written state- 
ments wish to have their statements distributed to the press and interested public 
at the hearing, they may deliver 200 additional copies for this purpose to the Sub- 
committee on T rade office, room 1104 Longworth House Office Building, at least one 
hour before the hearing begins. 

FORMATTING REQUIREMENTS: 

Each statement presented for printing to the Committee by a witness, any written statement 
or exhibit submitted for the printed record or any written comments in response to a request 
for written comments must conform to the guidelines listed below. Any statement or exhibit not 
in compliance with these guidelines will not be printed, but will be maintained in the Committee 
files for review and use by the Committee. 

1. All statements and any accompanying exhibits for printing must be typed in single space 
on legal-size paper and may not exceed a total of 10 pages including attachments. At the same 
time written statements are submitted to the Committee, witnesses are now requested to submit 
their statements on an IBM compatible 3.5-inch diskette in ASCII DOS Text or WordPerfect 
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5.1 format. Witnesses are advised that the Committee wiii rely on electronic submissions for 
printing the official hearing record. 

2. Copies of whole documents submitted as exhibit material will not be accepted for printing. 
Instead, exhibit material should be referenced and quoted or paraphrased. All exhibit material 
not meeting these specifications will be maintained in the Committee files for review and use 
by the Committee. 

3. A witness appearing at a public hearing, or submitting a statement for the record of a pub- 
lic hearing, or submitting written comments in response to a published request for comments 
by the Committee, must include on his statement or submission a list of all clients, persons, 
or organizations on whose behalf the witness appears. 

4. A supplemental sheet must accompany each statement listing the name, full address, a 
telephone number where the witness or the designated representative may be reached and a 
topical outline or summary of the comments and recommendations in the full statement. This 
supplemental sheet will not be included in the printed record. 

The above restrictions and limitations apply only to material being submitted for printing. 
Statements and exhibits or supplementary material submitted solely for distribution to the 
Members, the press and the public during the course of a public hearing may be submitted in 
other forms. 


Note: All Committee advisories and news releases are available on the World 
Wide Web at 'http://WWW.HOUSE.GOV/WAYS_IV1EANS/'. 


The Committee seeks to make Its facilities accessible to persons with disabilities. 
If you are In need of special accommodations, please call 202-225-1721 or 202-226- 
3411 TTD/TTY In advance of the event (four business days notice Is r^uested). 
Ouestlons with regard to special accommodation needs In general (Including avail- 
ability of Committee materials In alternative formats) may be directed to the Com- 
mittee as noted above. 


Chairman Crane. The Subcommittee will come to order. 

Good morning. This is a meeting of the Ways and Means Sub- 
committee on Trade to consider the extension of fast track trade 
negotiating authority for the President. Because future trade agree- 
ments will offer essential opportunities to expand and ensure the 
success of U.S. businesses and workers in the marketplace of the 
21st century, we must do all we can to reach a prompt agreement 
on the specifics of fast track legislation. I hope this hearing will 
spell out clearly the direct connection that exists between increas- 
ing international trade and creating jobs and economic activity at 
home. 

First, it should be noted that one-third of the economic growth 
that has occurred in the United States since 1994 is directly attrib- 
utable to expanding imports and exports. Second, I believe many 
of the witnesses will agree with me that this should be a good time 
for Congress to vote on expanding trade. The economy is strong 
and unemployment is at its lowest level in many years, and mer- 
cifully, we are not yet into another election cycle. 

The administration recently transmitted its fast track legislative 
proposal to Congress. I want to acknowledge this effort as a good 
start which has allowed us to move forward in crafting a bipartisan 
bill. 

Since fast track is an exception to normal legislative procedures, 
the legislation to grant fast track authority to the President must 
be limited and well defined in order to attract broad support in the 
House. Specifically, we should define the use of fast track to assure 
only those matters that are directly related to trade may be in- 
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eluded in an implementing bill qualifying for fast track procedures. 
That is not to say the President cannot use his executive authority 
to negotiate other agreements. However, the President should use 
the r^ular legislative procedures to implement those agreements. 

I sincerely believe the administration shares this view. Accord- 
ingly, I am hopeful we can reach a bipartisan consensus quickly on 
a fast track bill which mirrors the understanding we have with re- 
spect to what matters are appropriate for consideration under fast 
track. 

We must look at the four corners of the bill to make sure there 
are no loopholes that would permit implementation of extraneous 
provisions under fast track procedures. A fast track implementing 
bill should not be a vehicle to pass special interest legislation, mat- 
ters that are not directly related to trade or other matters, even 
trade matters, that are not part of the agreement being imple- 
mented. I n addition, we must assure the fast track procedures pro- 
vide adequate opportunity for meaningful consultations with Con- 
gress throughout the negotiation process. 

Because expanding exports is key to creating new, high-paying 
jobs, our future will not be secure if the President does not have 
the tools he needs to open foreign markets and to shape trade 
agreements in our favor. Put simply, this legislation is about 
strengthening our position in the world. Success must not be meas- 
ured m partisan terms. 

I look forward to today's hearing, which will give Members the 
opportunity to raise their concerns, and for the administration and 
the private sector to discuss their views on the essential elements 
of fast track legislation. 

Today, also, we will discuss the administration's report submit- 
ted to Congress under section 108 of the NAFTA, North American 
F ree Trade Agreement, implementing bill concerning recommenda- 
tions for future free trade area negotiations. I note that this report 
was due on J uly 1, but it was not submitted to us until September 
25. I am disappointed there was such a delay, particularly at such 
a key time in the debate on fast track. It is important for us to 
have a strong understanding with the administration on the impor- 
tance of communication and consultation with Congress concerning 
these trade policies if we are to build the trust that is necessary 
for the fast track process to work. 

As I read the report, the President's list of countries with whom 
we should negotiate free trade agreements is limited to Chile at the 
present time. I hope we can expand our sights by seeking talks 
with additional countries that are well qualified, including those in 
Africa and Asia, as well as Australia, New Zealand, and Latin 
America. 

I would now like to recognize the Ranking Member, Mr. Matsui, 
for any statement he would like to make. 

Mr. Matsui. Thank you very much, Mr. Chairman, for holding 
these hearings. I have a written statement which I will submit for 
the record. I would only like to point out a few things. 

One, I think the fast track proposal, as many of the Members 
who have been working on this know, is in deep trouble at this par- 
ticular time. I think the business community doesn't understand 
the significance of fast track, because it is a procedural issue. Un- 
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like NAFTA or unlike MFN, most-favored-nation, trade for China, 
in which immediate, tangible results occur once the legislation be- 
comes law, fast track is procedural; it gives the President authority 
to act, and as a result of that, in some ways, before you actually 
get some results out of it— I think as a result of that— you are not 
seeing the kind of effort that the private sector should put into this 
matter. 

I spoke with a chief executive officer at one of the Business 
Roundtable companies, and I mentioned to them that fast track 
may not become law before the end of this year. Fie was aston- 
ished; in fact he said, I can't even imagine the United States not 
having fast track authority. Unfortunately, only if in fact we don't 
get fast track, I think, will the private sector come to realize what 
the dangers of not having it are. 

Second, I would like to just make this observation. There is a lot 
of discussion now over labor and the environment as it relates to 
trade or as it relates directly to trade language that we have been 
debating over the last 4 years or so. In my opinion, a lot of this 
discussion is irrelevant, it is ideological, it has very little meaning 
at all. As the Chairman says, the only major bilateral agreement 
we might enter into under fast track would be with Chile, 13 mil- 
lion people. It would have absolutely no impact on the U.S. econ- 
omy, no matter what we did with the Chileans in terms of trade 
issues. 

The real issue of the global trade agreements that this adminis- 
tration and USTR, U.S. Trade Representative, need to enter into, 
their agreements under the WTO, World Trade Organization, they 
deal with government procurement contracts, they deal with intel- 
lectual property, they deal with financial services, and they deal 
with the agriculture. You don't need labor and environmental dis- 
cussions on those bases, and so this discussion is academic. It is 
great for scholars, but the reality is that the President needs this 
authority; and it is my hope that we can get moving on this after 
today's hearing and mark up a piece of legislation and somehow get 
it to the President so it becomes law. 

Thank you, Mr. Chairman. 

[The opening statement follows:] 

Opening Statement of Hon. Robert T. Matsui, a Representative in Congress 
from the State of California 

Thank you, Mr. Chairman, for holding today's hearing on the extension of fast 
track trade negotiating authority. Such authority is essential for any President, 
whether Democrat or Republican, to be able to negotiate and implement trade 
agreements successfully. Indeed, since 1974 Presidents from both Parties have used 
previous grants of fast track authority to implement five major trade agreements 
on a bipartisan basis. 

Several unsuccessful efforts have been made since the latest grant of fast track 
authority expired in 1994 to renew such authority. These efforts have faltered in 
part because of a disagreement over how future fast track authority should be struc- 
tured. There are some who argue that such authority should be more constrained 
than previous grants of authority. Others believe that such authority should be suf- 
ficiently flexible to enable the President and the Congress to continue to address 
legitimate issues that may arise during the course of future trade negotiations. Still 
others argue that the President should be given no new authority and that trade 
agreements should be considered by the Congress under normal legislative proce- 
dures. 

In a good faith effort to reconcile these conflicting views, the President, after 
many months of consultation by the Administration with the Congress and the pri- 



7 


vate sector, transmitted a proposal to the Congress on September 16. This proposal 
has been criticized from all sides. Some believe it gives the President too much flexi- 
bility and others believe it gives him too little flexibility. The nature of the response 
to the proposal suggests to me that the President and the Administration have done 
a good job in crafting a balanced and well-reasoned proposal that takes into account 
the various concerns that have been raised. 

One thing is certain— until such time as we resolve our disagreements and pass 
new authority, it will be virtually i mpossi bl e for the President to conduct a construc- 
tive trade policy agenda with the rest of the world. That would not only be unfortu- 
nate, it would be contrary to the economic and foreign policy interests of this coun- 
try. 

The country and the world will be carefully watching how the Congressional de- 
bate on fast track proceeds in the coming weeks. It is my hope that Members and 
the Administration will approach this subject with flexible attitudes and creative 
minds. It is also my hope that a proposal is developed than can gain bipartisan sup- 
port. It will take no less if we are going to be able to craft legislation for new fast 
track authority that can be enacted into law. 

I welcome today's witnesses and look forward to their contribution to this debate. 

Thank you, Mr. Chairman. 


Chairman Crane. Thank you very much, and I would now like 
to proceed 

Mr. Rangel. Mr. Chairman. 

Chairman Crane. Oh, yes, Mr. Rangel. 

Mr. Rangel. I don't think that this thing is so academic. I think 
that we, as a Congress, owe it to the American people to share with 
them exactly what we are doing and what authority we are giving 
the President. Almost every district is unaware as to really what 
fast track means. The American people really don't know what we 
are talking about. And I think we agree that America should main- 
tain its leadership, the Congress should support the President, we 
should expand our ability to trade with other nations. I don't think 
it is enough to say that we expect to get high tech, high-paying 
jobs, just avoiding the fact that we are going to have to pay for 
that; and the American people should know that we are going to 
lose some jobs in order to do it, and I assume that is what progress 
is all about. 

But we can't just avoid this and say it is academic, we can't 
avoid it and say it is not related, we can't avoid it and say it has 
nothing to do with the trade agreement. For some of us, trade 
means just one thing, jobs and a better quality of life. And if there 
is going to be an adverse effect on jobs for some people merely be- 
cause they don't have the skills, well, we should be strong enough 
to do something about it; and if we are going to concentrate on high 
tech, as a country, we should make certain that all of our citizens 
are prepared to make this transition together, but it is not going 
to be just an engine as to which companies can find a better way 
of life for their firms and their profit and loss sheets in a foreign 
country. 

So I have all the trust in the world in the President. If these 
things aren't relevant, we can get language in there, and the Presi- 
dent will have no problem in implementing it. But no matter what 
comes out, I don't want us just to pass over the fact that high- 
paying jobs, high-tech jobs, and increased jobs for America— you 
are not talking about all Americans; you know it and I know it. 
And so we might as well see what the wins and losses are, because 
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ultimately we are not going to stop progress, but we have to find 
out what pain is going to be caused, so that we can ease it. And 
I hope that the President, when he talks about the great rewards 
that we are going to receive, at least acknowledges that not every- 
body is going to participate in these great rewards of expandai 
trade. 

Mr. Matsu I . Will the Chairman yield to me? 

Chairman Crane. Certainly. 

Mr. Matsui. In view of the fact the Ranking Member referred to 
my observations, I think it is only appropriate I have an oppor- 
tunity to respond. 

First of all, I would not make a reference to academic and schol- 
arly words with reference to what the gentleman has just men- 
tioned. I think there is no question that when it comes to the issue 
of displacement, we of the government— local. State, and Federal 
Government— have a responsibility, and whether that is a job 
training program, a consolidation of the various programs we have 
in America today, it remains to be seen, but I do agree with that. 

I would also point out to say that most of the job displacement 
is because of technology, not because of trade. The reason you don't 
have telephone operators anymore isn't because we are trading 
with China or Mexico; it is because technology has changed tele- 
communications, so you don't have telephone operators anymore. 
So most of these changes are the result of technology, but we do 
need to do something about that. 

What I was referring to is the fact that we are talking about 
labor standards, labor rights, and environmental issues, and the 
only country that you might want to discuss that with is Chile be- 
cause that is the only country we are going to have a trade agree- 
ment with over the next 3 years; the rest are going to be global, 
sectorial trade agreements which really do not need language in 
terms of environment, in terms of labor standards, in terms of 
labor rights. So the gentleman and I are not disagreeing, but the 
academic aspect of this is only with respect to these global issues. 

Mr. Rangel. Thank you. 

[The opening statement of Flon. j im Ramstad follows:] 
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Opening Statement of Hon. J im Ramstad, a Representative in Congress 
from the State of Minnesota 

Mr. Chairman, thank you for calling today's hearing to discuss the importance of 
Fast Track Negotiating Authority. 

We need this hearing today to counter the misinformation being spread about this 
issue. Not only do we need to explain to Americans what exactly this authority 
allows the admimstration to do, but also why the American people are better served 
when the administration has this authority. 

As early as 1890, Congress understood the international marketplace rmd om role in 
it and extended the Administration tariff bargaining authority. In order to remain the 
world leader on exports and innovation, we must remain in front of the pack and 
land the best agreements possible for our producers and exporters. It is not by 
accident that the U.S. is enjoying one of its longest periods of sustained growth in a 
generation. Inflation is low and unemployment is imder 5%. Exports are one of the 
main reasons for our economic strength - one third of US economic growth over the 
past ten years comes from export growth. 

We all understand basic economics and the opportunities that lie outside our border. 
We know the U.S. is only 4% of the world population and if we want our economy 
to continue to expand, we must sell to the 96% of the consumers living throughout 
the world. We especially want to sell to those living in the rapidly growing and 
developing markets in Latin America and Asia. 

We all understand basic marketing principles and the idea of having brand name 
recognition and loyalty. We all know we need to hit the market before our foreign 
competitors do and continuously build on that advantage. 

So why would Congress do things to weaken our ability to enter a market first and 
establish our products as the best to buy? Knowing that the WTO negotiations on 
agriculture and services are around the comer, why would Congress withhold the 
Administration's greatest strength for ensuring the agreements aggressively open 
markets, and open them wide, for American goods and services? 
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I am not making light of specific trade disputes and how important it is to resolve 
them. Yet I do not understand how withholding an important market-opening tool 
hke fast track will help solve these problems. Rather, we should be more proactive, 
assure the Admimstration has the strength to negotiate aggressive agreements for 
our exporters, and prevent these occurrences in the future. Also, it is through 
dispute settlement procedures under these trade agreements that we finally have 
some method of recourse to resolve these disputes, which clearly violate the spirit 
and letter of the agreements made, quickly and judiciously. 

Of course, there are the same arguments 1 make every hearing that still hold true: 
the U.S. has the most open market in the world and thus has the most to gain fi-om 
market-opening trade agreements. Increased trade means increased productivity 
and incomes. It means more and better jobs since every $1 billion dollars of exports 
supports 20,000 American jobs — jobs which pay an average of 13-16% higher than 
non-export related jobs. 

I am hopeful that Congress will move much more quickly on passing legislation than 
it took this Adimnistration to draft a proposal for our review. We must soon end our 
days of sitting on the sidelines, watching other nations negotiate advantageous trade 
agreements without U.S. involvement. Since it expired in 1994, some 20 
agreements have gone forward without the U.S. We are missing out on export 
market expansion opportumties and for the sake of American workers, I hope 
another 20 are not made before my colleagues realize that nothing can make up for 
these lost opportunities. 

Thank you again, Mr. Chairman, for calling this hearing. I look forward to hearing 
from today's witnesses about the importance of renewing fast track authority. 


Chairman Crane. Well, thank you very much, gentlemen. And I 
would now like to proceed with our colleagues, and before we get 
underway here, if you have any written statements that are rather 
lengthy, they will be made a part of the permanent record. So you 
can fire at will, but we would like to proceed with our colleagues, 
beginning with Mr. Gephardt from Missouri. He will be followed by 
Mr. Kolbe from Arizona, Mr. Visclosky from Indiana, Mr. Dool^ 
from California, Mr. Blumenauer from Or^on, and Mr. Moran. 

And we will now proceed with House Minority Leader Gephardt. 

STATEMENT OF HON. RICHARD A. GEPHARDT, A REPRESENTA- 
TIVE IN CONGRESS FROM THE STATE OF MISSOURI; AND 

MINORITY LEADER, U.S. HOUSE OF REPRESENTATIVES 

Mr. Gephardt. Thank you, Mr. Chairman. It is always good to 
be back at the Ways and Means Committee. I appreciate this op- 
portunity, and I would ask that my prepared testimony be made 
a part of the record. 

Chairman Crane. Without objection. 

Mr. Gephardt. I would first say, I would hope we would deal 
with this complex issue with a procedure that allows full and free 
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discussion and debate of all of its ramifications. I don't think we 
should fast track fast track, I think we should put it on a delib- 
erate course so that we can understand what we are doing. 

First, let me say that I believe in giving the President fast track 
authority; I think it is important that he have that authority, but 
in giving that broad authority up, I think the Congress should be 
very clear in the legislation about what we expect and want there 
to be in the agreements that come from it. 

And I would say that the President's recent request for fast track 
is a step backward, in my view, from what we had in 1991 with 
President Bush. AstheCRS, Congressional Research Service, stat- 
ed, the language in the bill contrasts with the previous fast track 
authorization which provided for fast track consideration and provi- 
sions that are necessary and appropriate in the President's discre- 
tion to negotiate trade agreements that include areas that are not 
specified in the fast track authorization. The purpose of the pro- 
posed changes was to limit the President's discretion to negotiate 
trade agreements that include areas that are not specified in the 
fast track authorization. 

In this case. President Clinton's request does not include an ob- 
jective requiring that labor and environmental provisions be in- 
cluded in the core of future trade agreements with the ability to en- 
force these provisions like any other trade issue. So I would hope 
that we could add that and some other language that Charles Ran- 
gel, and I, and others are working on as a floor amendment, that 
would improve dramatically on what this fast track authorization 
would take into account. 

Again, let me remind Members that in 1991, I and a lot of other 
Members negotiated with the Bush administration. I voted for fast 
track in 1991, based on putting labor and environmental provisions 
into the fast track authorization. 

The question is no longer whether we should have free trade 
agreements; it is a question of, on what terms and who benefits 
from those agreements. A recent United Nations report said, as 
trade and foreign investment have expanded, the developing world 
has seen a widening gap between winners and losers. The greatest 
benefits of globalization have been garnered by a fortunate few. 

It is worth noting that our friends in the Republican Party and 
in the business community legitimately and rightly ask that intel- 
lectual property and capital be protected, specifically in free trade 
agreements like NAFTA, with trade sanctions in order to enforce 
the laws of Canada, Mexico and the United States in this area. 
What we are really asking for is equal and similar treatment for 
workers' rights, environment, drugs, food safety, transition, and fi- 
nancial flows. These are all as relevant to the trading relationship 
as is intellectual property protection and capital protection. 

In my view, our trade policy is rooted in the past. Many of us 
here on both the Republican and the Democratic side, in the 
eighties brought the issue of access into trade negotiations. We had 
the 301 and super 301, which are now well accepted by thinkers 
on both sides of the aisle. And what we are really saying now is 
that we want labor, environment, worker rights, fcxxl safety, these 
other issues to be integrated into trade negotiations so that we can 
get the enforcement of national laws. 
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A lot in the press have said that we want to have international 
standards imposed, that we want American standards imposed on 
other countries for labor and environment. Not so. We are simply 
asking, as we have in the case of intellectual property, that na- 
tional laws be enforced and we have trade sanctions in order to 
push for progress in that area. 

Finally, let me say, if you go to the border today and review the 
progress with NAFTA, with side agreements that did not have the 
force of trade sanctions, you can see that we are not making proper 
progress. People are being paid lower wages than they were in 
1993. The environment has not been cleaned up; in fact, it has 
been much further degraded as the number of workers at the bor- 
der has increased, which in one sense is good, but in the sense of 
having adequate infrastructure to support this activity is really 
wrong. 

It is time for America to improve its trade policy; it is time for 
us to insert in these negotiations the proper topics. 

And finally, I would say, if we are going to give this power to the 
President— and I am very much for doing that— it must be done 
with a clear exposition of what we expect to be accomplished in 
these trade negotiations. 

I thank the Subcommittee for allowing me to be here. I will sub- 
mit, of course, my testimony in full, and I look forward to this de- 
bate as we go forward. 

[The prepared statement follows:] 

statement of Hon. Richard A. Gephardt, a Representative in Congress from 
the State of Missouri; and Minority Leader, U.S. House of Representatives 

Mr. Chairman, Members of the Committee, I appreciate your wiiiingness to aiiow 
me to testify to you today on the important matter of fast track trade negotiating 
authority. It's always good to return to the Committee on which I served for 12 
years. 

The issue before this Subcommittee and, indeed, before this Congress is much 
more than a question of some esoteric Congressional procedure. It is a question 
about national policy. It is a question of what our nation's trade policy is and how 
it will be conducted in the future. 

Let us never forget that Article I, Section 8 of our Constitution vests authority 
over international commerce in the legislative branch of our government. As such, 
we havea tremendous responsibility: Before delegating that authority to the Admin- 
istration, we must carefully articulate what Congress' goals and objectives are. We 
must not abdicate our responsibility to our constituents. 

The President doesn't deserve fast track authority— he's got to earn it. 

I have supported fast track authority in the past. I worked closely with President 
Bush and his Administration in 1991 to grant him this authority. I was prepared 
to support President Clinton's request as well. 

The only compromise forged by the Administration's proposal is a compromise of 
our future. It's a policy that is rooted in the past, that will simply continue the sta- 
tus quo. The question is can we build a bridge to the 21st Century rather than an- 
other tunnel to the past. 

President Clinton's proposal is unacceptable. Rather than improving our nation's 
trade policy and posture, it would severely limit what can be accomplished. That's 
not a question of trust— it's a matter of law. The language in the President's pro- 
posal limits his ability to deal with the full breadth of trade issues that are nec- 
essary to achieving the progress we want for our citizens and those in other coun- 
tries. The issues I am talking about, which are at the center of today's debate, are 
the questions of workers rights and the environment. 

These issues are trade issues. As such, they must not be relegated to second-class 
status, they must be integral components of any trade agreement and they must be 
enforced just like any other trade issue. 

In some ways, I have to say that I and others who have argued the centrality 
of these issues have accomplished a great deal in moving these issues to center 
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stage. The traditional issues— tariffs, investments and the like— all are assumed to 
be vital to the success of any trade agreement. 

Today's national trade dilate is about larger questions: how do we deal with the 
acceleration of the globalization? How do we ensure that trade is truly a force for 
progress for all concerned, rather than simply a validation of the status quo? How 
do we continue to lead the world rather than simply become another player on the 
stage? 

In 1985 I joined with then Senator Bentsen and former Chairman Rostenkowski 
in offering liislation to focus attention on the critical issue of market access— later 
known as the "Gephardt Amendment." This legislation was designed to pry open for- 
eign markets, to eliminate foreign unfair trade barriers that restricted exports of 
competitive U .S. goods and services. 

This legislation was roundly criticized by my Republican colleagues, the Reagan 
Administration and much of the press. These people saw my approach as an affront 
to the theory of free trade. They believed that we should respond to foreign protec- 
tionist policies simply with the quality of our arguments and rely on the beneficence 
of our trading partners. 

They completely misunderstood what I was trying achieve. The bottom line is that 
in trade policy, when we stand up, our trading partners open up. By leveraging ac- 
cess to our market— exactly what our trading partners were doing to our farmers, 
workers, and businesses— we could get other countries to reduce their barriers. For, 
as we all know, without pressure, there is simply no reason for these countries to 
respond. 

My amendment became the basis for Super 301 which was included in the 1988 
Trade Act. Today, support for leveraging market access is broadly accepted by 
Democrats and Republicans and by many of those in the business community who 
opposed our efforts at the time. Think about this: when China refused to respect 
our intellectual property, our Administration— at the urging of our business commu- 
nity-threatened to raise our tariffs. Our industry was urging the threat of retalia- 
tion as a way of getting action. 

I supported their efforts. Not to impose tariffs, but to get results. That's what 
we're all after. 

Today's debate is about a larger issue. Its about the terms of trade and who bene- 
fits. 

And, let me emphasize, the debate involves many questions. Some argue that the 
trade debate is being weighed down by all of these issues. They argue that, over 
time, these issues can be resolved. 

The time to address these issues is now. The ability to achieve progress, the abil- 
ity to widen and deepen the benefits of trade, is dependent on our ability to leverage 
our trade policy and trade benefits. No one in the business community would argue 
that we should leave progress on intellectual property to some later time and rely 
on the tender sensibilities of our trading partners. 

What we've been doing, our current trade policy, isn't good enough. 

So far, the benefits of more open trade have not trickled down to middle class citi- 
zens and workers struggling to get into the middle class. The profits of trade will 
not simply "trickle-down" to everyone. The experience with NAFTA bears this out. 
The income gap in Mexico is increasing, not decreasing. A United Nations report 
describes the same phenomenon on a wider stage: "As trade and foreign investment 
have expanded, the developing world has seen a widening gap between winners and 
losers.. .The greatest benefits of globalization have been garnered by a fortunate 
few." 

In part the fast track debate is a referendum on NAFTA. Fast track advocates 
say that this is unfair— indeed, one senior Administration official said that "you're 
never going to hear the word NAFTA" during the debate. That's like a used car 
salesman saying that its unfair to ask to look under the hood or to test drive a car. 

Well, unfortunately, no matter how much they object, it is fair to talk about 
NAFTA. We've taken it for a test drive. And, it's a lemon. 

Recently I visited J uarez, Mexico to see— firsthand— whether NAFTA has helped 
to make a difference in people's lives. 

It has. For the worse. I visited families living in the packing boxes of the very 
products they produce. Ramshackle houses of cardboard, scrap wood, bottle caps— 
whatever they could find— standing against a backdrop of sparkling factories built 
by some of America's finest corporations. 

I met workers forced into the workforce as little more than children to help their 
families subsist. When I asked one young woman her name, she asked me which 
name I wanted: her real name or the one that she uses on falsified work papers 
that allowed her to work at age 14. Robbed of her childhood, she hopes for an edu- 
cation and a future. 
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I visited a kindergarten where bright-faced young chiidren hid in their mothers 
skirts. They often come to schooi hungry or with stomach maiadies— from the water 
that even the iocai popuiation is scared to drink. 

I saw a river of human and industriai waste that was overpowering in its mag- 
nitude and stench. J uarez, a city of 1.2 miiiion has no wastewater treatment. Each 
day, the environment dies another death. 

NAFTA was promoted as helping to right these wrongs. To promote change. J ust 
the contrary has happened. NAFTA validated the status quo. 

Maquiladoras— the plants set up in Mexico with the primary purpose of exporting 
their products to the U.S.— were supposed to cease to exist once NAFTA passed. The 
proponents of NAFTA argued this as did former President Salinas in a direct con- 
versation with me. 

Yet today there are more Maquiladoras— and almost double the number of work- 
ers in these plants than when NAFTA began. And these workers are making 25% 
less than they did at the time. The average workers I met take home about $30 
a week. This is not a living wage virtually anywhere in the world. 

Last year we saw our trade deficit with our NAFTA partners— Canada and Mex- 
ico— reach more than $35 billion. Flalf of that was with Mexico. Let's remember that 
we had a trade surplus when NAFTA started. 

Again, we're told that this analysis is unfair. But for the peso crisis, everything 
would be fine. Flere, they're wrong. These trends were in place prior to NAFTA. 
And, as I and others argued, the peso crisis was looming on the horizon during the 
negotiations. Financial issues should have been dealt with just like drugs and other 
issues that were either inadequately addressed or swept under the rug. 

But the question today is how do we learn from our mistakes? Flow do we reach 
new agreements that improve upon NAFTA not just expand it? 

The President's request only continues the status quo. 

We can, and must, do better. We've figured out the supply side of trade. And, just 
like Reaganomics, a trickle-down trade policy won't work. We've got to figure out 
the demand side of trade as well. 

Flenry Ford knew that unless he paid his workers a decent wage, they couldn't 
afford the products they were producing. We need to take this lesson and apply it 
to our trade policy. 

During my trip last week toj uarez, workers laughed at the question of whether 
their unions would help them. Unions, if they exist, are sham organizations— like 
the company unions that once existed in this country. Our companies who set up 
shop there are given a sham union contract at the same time— a union contract that 
they can show the workers who complain about unsafe working conditions or inad- 
equate pay. 

A central component of our trade policy must be the enforcement of workers 
rights. In most cases I'm talking about the enforcement of the laws that a country 
has on its books. In Mexico, for instance, the law is quite good— it's just rarely en- 
forced. And the failure to enforce workers rights should be treated just like the vio- 
lation of our intellectual property rights. Workers rights is a trade issue as well. 

And I'm talking about the entire body of a country's laws and commitments: Con- 
stitutional, statutory, regulatory, treaties. We should know that the rule of law will 
be followed and that a country will live by its word. 

It's the right thing to do. It's also in our deep self interest. If worker pay rises 
they can afford to buy their products and ours. And, as a study done for the Depart- 
ment of Labor documented earlier this year, low pay in Mexico is being used as a 
tool to dampen our wages and income. More and more of our companies are using 
the threat of going to Mexico or elsewhere to keep wage demands down. 

The enforcement of environmental laws— and the fight for environmental protec- 
tion-must be a central component of our trade policy as well. Environmental deg- 
radation must not be the comparative advantage of the 1990s. We've got to protect 
the world's environment and the health and safety of people all around the globe. 
And, to put it in terms for those who only look to the bottom line, lax environmental 
laws and enforcement are an enticement to those firms looking to cut their costs. 
We must not allow our companies— or those from any other country— to engage in 
a shopping expedition to locate their facilities in places with the lowest pay and en- 
vironmental quality. We must be a force for progress or we will import the lowest 
standards that exist elsewhere. 

We also need a trade debate that's honest with the American people. Food safety 
is an issue of health, not protectionism. Our people deserve to know that their food 
supply is safe. We must not risk another incident like the tainted strawberries that 
reached schoolchildren in Michigan last year. 
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The Administration this week is rushing out a proposai to address this issue. Why 
is it that we have to wait for a poiiticai probiem to arise with fast track for a prob- 
iem affecting the American peopie to be addressed? 

We aiso need to recognize that, as we open our borders, the threat of increased 
drug trade must be addressed. Now, more than 70% of the drugs coming into the 
U.S. come through Mexico. As we've opened our borders, we've faiied to provide the 
resources to examine the products coming in. As a Customs I nspector at the border 
toid me, "we weren't prepared for NAFTA." 

I've argued for some time that as we reach new trade agreements with drug pro- 
ducing and transit countries that we need to put drug interdiction on the agenda 
as well. 

And, we learned last week, the Customs Service is going to apply more resources 
to border inspections. But, they're going to examine exports, not imports. Our gov- 
ernment is worried about whether our export statistics are correct. With limitecT re- 
sources, we should be putting money into examining imports— imports of drugs, un- 
safe food, pirated products. 

We risk exporting our standard of living and importing the standard of living of 
other countries. 

There are a host of other issues that must be addressed— not to weigh the agenda 
down, but to lift our people up. 

We must address financial flows in trade negotiations as well. Prior to the comple- 
tion of negotiations on NAFTA, I and other members raised concerns about Mexico's 
currency policies. It was clear to us that a major peso devaluation was just around 
the corner. 

Our pleas fell on deaf ears. And we all know that currency instability has in- 
creased as the world's financial markets have integrated. J apan and other countries 
had to rescue the Thai baht earlier this year. Latin American currencies and mar- 
kets were put at risk, as were those of many other countries. Rudy Dornbusch, ear- 
lier this year, argued that the potential for another Mexican peso devaluation ex- 
isted. 

We must not expose the American taxpayer to another possible bailout. 

As we further integrate the U.S. economy into the world trading system, we also 
must address the transitional costs. Many Americans see themselves as victims of 
our trade policy, rather than its beneficiaries. We've got to make everyone a winner. 

It's the right thing to do. And it will build support for an internationalist, activist 
approach to the world economy. 

When the European Union integrated Spain, Portugal, and Greece into the EU, 
it understood that it had to deal with the structural adjustment problems with inte- 
gration. They developed a holistic view to trade. Our current policy, on the other 
hand, is simply piecemeal. 

And, we've seen what the impact of the failure to adequately address this impor- 
tant issue is: public support for fast track has declined. That's because they wonder 
whether they'll be the next victims. 

And we've seen a number of important groups disproportionately affected by the 
current policies. Low-wage workers, minorities, minority women. A Latino report 
card was issued earlier this Summer on the impact of NAFTA and gave it a D-. 
In my book, that's a failing grade. 

Again, transition assistance can and must be dealt with. Not as an afterthought 
or as the political grease to gain a couple of extra votes. It must be integral to our 
efforts. 

T rade Adjustment Assistance is part of the answer. But it needs to be made more 
effective. It needs dramatically higher funding levels. We also need to look to the 
European model that provides structural adjustment for communities, for r^ions. 
We must to provide assistance to companies that need to engage in new lines of 
business because of the pressures of international competition. 

Rather than protect against change, we need to prepare for it. 

We also need to expand the model offered by Congressman Torres and others, em- 
bodied in the North American Development Bank and the Border Environmental 
Cooperation Commission. Congressman Torres provided the vision for addressing 
many of the problems plaguing our border with Mexico— problems that he and I re- 
viewed on our recent trip toj uarez. 

Although Congressman Torres and I voted differently on the NAFTA, I respected 
his decision. I knew that he was committed to trying to improve the conditions of 
the people along the border and, indeed, all our peoples. Flis vision was clear, the 
implementation has been myopic, shortsighted. Only a handful of projects have ac- 
tually been funded by the NADBank. Sure, we'll probably see a flood of projects 
funded in the next couple of weeks as the vote approaches. But, the people expect 
more than politics. They want someone to care. 
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It's important to point out that many of these issues aren't new. They've been 
raised before. And, commitments were given by this and previous Administrations 
as to how these probiems wouid be deait with. The NADBank hasn't been impie- 
mented properiy. The Wine Equity Act has basicaiiy been gathering dust on the 
shelf. Transition assistance hasn't seriousiy been addressed. Worker rights and en- 
vironmentai issues have been swept under the rug. Chiie continues to ban U.S. 
wheat from entering its market. 

The iist goes on and on. Before Members and the pubiic accept new commitments, 
the oid ones must be fuifiiied. 

And, we need to carefuiiy outiine our goais and objectives for each trade agree- 
ment. What is in industry's best interests? How wiii agricuiture be impacted— cit- 
rus, tomatoes, wheat, other products. What wiii be the impact on our iabor markets? 

Last year, I asked the Internationai Trade Commission to conduct a study— just 
a study— of what the issues are invoived in the potentiai for Chinese accession to 
the Worid Trade Organization. The ITC rejected my request. 

I then requested that Ambassador Barshefsky use her iegai authority to request 
just such a study. I believe that if we're going to negotiate trade deais, we shouid 
have an idea of what the impact couid be. 

To date— aimost a year iater. I'm still waiting on a response. I've been told, never 
directly, that my questions were too broad, that the issues were too sensitive. 

Well, at the end of next month, Chinese President Zemin will be here to meet 
with President Clinton. On the agenda will be the issue of China's accession to the 
WTO. Many want the two Presidents to announce a deadline for action. 

Where's the deadline for studying what our national interest is? Is success the 
number of agreements we reach, or the quality of those agreements? 

These issues, these questions are complex ones. They won't be fully addressed at 
today's hearing and they won't be addressed if we try to fast track fast track. 

The American people know that we're in a world economy. They want us to reach 
new trade agreements. But, they want them to be the right kind of trade agree- 
ments. 

They know that the issues are complex and they trust their elected public rep- 
resentatives to carefully examine what the issues are, what our opportunities are, 
and deal with them honestly and as best we can. 

I don't share the fear that many have that the world will pass us by. I'm con- 
cerned about damage that will be done if we do this the wrong way. The U.S. is 
the most open economy in the world— and it's the best performing. Every other 
country wants to sell its products here. We don't have to rush to meet some arbi- 
trary deadline. 

We need to fully examine how the authority is to be used— that's Congress' role 
under the Constitution. The President's fast track approach would short circuit Con- 
gress' review of negotiations with Chile as if it was too small a country to be con- 
cerned with. The Multilateral Agreement on Investment would receive fast track 
under the President's bill— has Congress really taken a look at it? 

And, let's understand that as the Administration has touted the more than 200 
separate trade agreements that have been signed, only 2 were reached with the ben- 
efit of fast track authority. The Uruguay Round began without fast track authority. 

Many have convinced themselves and our trading partners that fast track is the 
key. I want the President to have fast track authority. But, more important, I want 
the American people to have a trade policy that works for them— al I of them. 

Mr. Chairman, Members of the Subcommittee, you have an important task ahead 
of you— outlining the future of U.S. trade policy. That's Congress' role under the 
Constitution. I urge you to carefully examine this important issue and to do what 
is right. 

Thank you. 


Chairman Crane. Next, Mr. Kol be from Arizona. 



17 


STATEMENT OF HON.J IM KOLBE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF ARIZONA 

Mr. Kolbe. Thank you very much, Mr. Chairman. I was pleased 
to hear my colleague and distinguished Minority Leader say that 
he favored fast track. Maybe we could vote and get this over with 
real fast here. But I do appreciate what he had to say here. 

And I want to commend you, Mr. Chairman, and the Ranking 
Member, Mr. Matsui, for the leadership both of you have shown on 
this very important piece of legislation. 

Earlier this month. President Clinton asked Congress to renew 
his international trade negotiating authority, so-called fast track, 
which expired 4 years ago in 1993. As we know, fast track is not 
new authority for the President, nor are many of the myths about 
international trade, which are being perpetuated by opponents of 
fast track to defeat it. While I am not going to address all those 
myths, I would like to try to raise just a few of the issues today. 

First, on the trade deficit itself. Mr. Chairman, we hear a lot of 
talk about the trade deficit. In fact, many of the opponents of eco- 
nomic liberalization continue to use the U.S. trade aeficit as the ul- 
timate measure of the success or failure of our trade policy. To 
them, a trade surplus signifies success while a trade deficit equals 
failure. 

That is both deceptive and it is wrong, I think. First, the coun- 
try's trade balance is determined by macroeconomic factors, includ- 
ing savings and consumption rates, currency values, and growth 
rates. It is natural for the U.S. economy to be running a trade defi- 
cit when our economy is as strong as it is right now; employment 
is high, consumers and businesses have more money to spend on 
domestic and imported goods. 

Second, trade deficits don't reflect lost jobs. Look at Mexico and 
NAFTA as an example. In 1995, our bilateral trade balance with 
Mexico shifted from a $1.4-billion surplus to a $15.4-billion deficit. 
That has narrowed very substantially, since then. By the way, that 
deficit equaled at that point two-tenths of 1 percent of our GDP, 
gross domestic product. 

If trade deficits caused job loss, we would have expected to see 
a drop in U.S. employment during this time and a rise in Mexican 
employment; instead, exactly the opposite happened. Our employ- 
ment has increased 1.7 million jobs since 1995; Mexico's employ- 
ment dropped by 1.6 million. 

Flow do you explain this apparent inconsistency? Well, trade defi- 
cits don't reflect lost jobs; again, trade balances are caused by mac- 
roeconomic factors. The Mexican economy slid into a recession in 
1995, while the U.S. economy continued to boom. Because of the 
devaluation-driven recession, Mexicans had less money to spend on 
consumer goods, both imported and domestic, while Americans had 
more. So Americans were purchasing more Mexican goods and 
Mexicans were purchasing fewer U.S. goods. 

Finally, let's put the trade deficit into perspective. Our total 
trade deficit is equal to about 1.7 percent of our GDP; that is down 
from a high of about 3 percent in 1987. I n the big economic picture, 
it is really a very small blip on the screen. 

Let me turn to the issue of labor and environment, which Mr. 
Gephardt talked about some. Opponents have said that we should 
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require other countries to harmonize their environmental and their 
labor laws with our own, make that a precondition to trade. It is 
argued if we don't, we are going to lose job after job to low-wage 
countries that have lax environmental laws or lax labor laws. But 
if this theory were valid, we would expect to see the vast majority 
of new United States investment in the low-wage regions of the 
world, like Africa. But these countries account for very little of new 
investment; in fact, the United States is by far the largest recipient 
of new investment in the world. 

Protection of labor rights and the environment are certainly wor- 
thy goals, they are principles which I support, but they ought not 
to be pursued in the context of trade agreements. The temptation 
to use them as protection barriers is just too strong and the dan- 
gers of doing so too high. Nontrade tariff barriers erected under the 
guise of worker rights and environmental protection, are going to 
lead to similar retaliatory action against American exports; and as 
in any other war, both sides lose in a trade war. One need only 
look at the Smoot-Hawley Act of 1930 to know that these acts are 
a sure path to economic stagnation, unemployment, and lost oppor- 
tunity. 

I think this Subcommittee, better than I, knows what fast track 
is. Congress does not cede its constitutional prerogatives under fast 
track; instead, it agrees to work with the President to liberalize for- 
eign markets and to tear down protectionist trade barriers. Any 
agreement that is reached with our foreign trading partners using 
the fast track process is going to be reviewed by Congress within 
a set amount of time, will be voted on by Congress without amend- 
ment, and our trading partners know that congressional views 
have to be taken into account with this. 

So make no mistake, decisions made about the rules of inter- 
national trade in the next few years are going to be critical to our 
continued economic progress, to growth, prosperity, and the inter- 
national influence we have. The debate over renewal of the fast 
track authority comes down to a simple question: Do we want to 
use our economic and political influence to help shape the rules of 
trade that will dominate the 21st century, or do we want to sit on 
the sidelines and watch as other nations define the trading rules 
of tomorrow? 

In conclusion, Mr. Chairman, let me just say, after 50 years of 
peace, prosperity, and economic growth, we should not turn to the 
protectionist policies which have crippled such countries in the 
past, as Argentina, India, and j apan. Our commitment to liberalize 
trade helped to make America what it is today, a land of innova- 
tion, of opportunity, of prosperity; and only if we move forward 
with fast track authority to negotiate more trade arrangements are 
we going to ensure a similar future for Americans tomorrow. 

Thank you. 

[The prepared statement follows:] 
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statement of Hon. J im Kolbe, a Representative in Congress from the State 

of Arizona 

Introduction 

Thank you very much for the opportunity to testify today. I wouid iike to com- 
mend Chairman Crane for his ieadership on this very important piece of iegisiation. 

Last month, President Ciinton asked Congress to renew his internationai trade 
negotiating authority— so caiied "fast track"— which expired in 1993. Such power to 
negotiate trade agreements is not new. Nor are many of the myths about inter- 
nationai trade which are being perpetuated by the opponents of fast track to defeat 
it. Whiie I cannot address every issue that has been raised here today, I wouid iike 
to take the opportunity to heip set the record straight on a few issues. 

The Trade Deficit 

Mr. Chairman, we have heard a iot of taik today about the trade deficit. In fact, 
many opponents of economic iiberaiization continue to use the U.S. trade deficit as 
the uitimate measure of the success or faiiure of our trade policy. To them, a trade 
deficit signifies success while a trade deficit equals failure. I think such an analysis 
is both deceptive and wrong. 

First, a country's trade balance is determined by macroeconomic factors, including 
savings and consumption rates, currency values, and growth rates. It is natural for 
the U.S. economy to be running a trade deficit when our economy is growing, em- 
ployment is high, and consumers and businesses have more mon^ to spend on do- 
mestic and imported goods. 

Second, trade deficits do not reflect lost jobs. Take our economic relationship with 
Mexico as an example. In 1995 our bilateral trade balance with Mexico shifted from 
a $1.4 billion surplus to a $15.4 billion deficit— which by the way equaled about two- 
tenths of one percent of our GDP in 1995. If trade deficits caused job loss we would 
expect to see during this period a drop in U.S. employment and a rise in Mexican 
employment. Instead, the exact opposite happened. Since 1995 employment in the 
U.S. increased by 1.7 million jobs while employment in Mexico, with its so-called 
favorable surplus, fell by 1.6 million jobs. 

Flow do you explain this seeming inconsistency? Simply, trade deficits do not re- 
flect lost jobs. Again, trade balances are caused by macro-economic factors. While 
the Mexican economy slid into recession in 1995 the U.S. economy continued to 
boom. Because of the devaluation-driven recession, Mexicans had less to spend on 
consumer goods— both imported and domestic— while Americans had more. Thus 
Americans purchased more Mexican goods while Mexicans purchased fewer U.S. 
products. 

Finally, let's put the total trade deficit in perspective. Our trade deficit is equal 
to about 1.7% of our GDP, down from a high of approximately 3% in 1987. In the 
big economic picture, it is nothing more than a blip on the screen. 

Labor and the Environment 

Opponents of fast track insist that we should require other countries to harmonize 
their environmental and labor laws with our own as a pre-condition to trade. It is 
argued that if we do not, the U.S. will lose job after job to low wage countries with 
lax environmental laws. If this theory were valid, we would expect to see the vast 
majority of new U .S. investment in the lowest wage regions of the world like Africa. 
But these countries account for very little new investment. In fact, the United 
States is by far the largest recipient of new investment. 

Protection of labor rights and the environment are certainly worthy goals and 
they are principles which I support. But they should not be pursued in the context 
of trade agreements. The temptation to use them as protectionist barriers is just too 
strong and the dangers of doing so too high. Non-tariff trade barriers erected under 
the guise of worker rights and environmental protection will lead to similar retalia- 
tory action against American exports. And, as in any other war, both sides lose in 
a trade war. One need only to look back to the Smoot-Flawley Act of 1930 to know 
that such acts are a sure path to economic stagnation, unemployment, and lost op- 
portunity. 


What Fast Track Is 

Opponents of renewed international trade authority insist that fast track is an 
unconstitutional delegation of authority from Congress to the President. Let me see 
if I can make this clear— in granting President Clinton fast track authority. Con- 
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gress cedes none of its constitutional prerogatives. Instead, it agrees to work with 
the President to liberalize foreign markets and tear down protectionist trade bar- 
riers. Any agreement reached with our foreign trading partners using the fast track 
process will be reviewed by Congress within a set amount of time and will be voted 
on by Congress without amendment. This cooperative procedure gives the President 
an important edge in international negotiations because other countries know that 
any trade agreement reached will not be taken apart by protectionist special- 
interest lobbying and amendments. At the same time, our trading partners know 
they must take Congressional views into account since Congress retains the exclu- 
sive authority to accept or reject the agreement and the ultimate power to repeal 
fast track authority at any time. Fast track authority embodies the spirit of coopera- 
tion and bi-partisanship needed to put America’s future economic prosperity ahead 
of political posturing. 

Make no mistake. Decisions made about the rules of international trade in the 
next few years will be critical to America's continued economic growth, prosperity 
and international influence. The debate over renewal of fast track authority really 
comes down to a simple question: Do we want to use our economic and political in- 
fluence to help shape the rules of trade that will dominate the 21st century? Or, 
do we want to sit on the sidelines and watch as other nations define the trading 
rules of tomorrow? 


Economic Opportunities of Tomorrow 

In the next few years America will be called upon to provide the political leader- 
ship needed to ensure the opening of markets to American products and services 
throughout the world. Our future economic growth will depend upon our ability to 
sell goods and services to other countries. The rules which will govern this trade 
will soon be written— with or without our participation. Next year, negotiations in 
the World Trade Organization on intellectual property will begin. Rules governing 
worldwide trade in agriculture, a very important sector for the United States, will 
begin in 1999. Multilateral negotiations in the services sector will begin in the year 
2000, with or without the United States. 

Opportunities will be lost regionally as well. Economic liberalization in the Asia 
Pacific Economic Cooperation (APEC) forum is scheduled to be completed by the 
year 2010. Negotiations for the Free Trade Area of the Americas will be completed 
by 2005. But America will not be able to cut our best trade deals in either forum 
if we can’t negotiate with the full range of options afforded by fast track. And indus- 
try sectors where America is most competitive— like computer software, information 
technology, medical equipment, and environmental technology— remain closed to 
many American exports because we bring very little to the table without fast track 
negotiating authority. It is simple common sense— you don’t put your best offer on 
the table unless you know the person you’re talking to has the power to accept that 
offer. 

The ironic part of our inability to fully participate in these negotiations is that 
we have by far the most to gain from them. The U.S. market is already the world’s 
most open. In contrast, many emerging markets in Asia, Latin America, and Africa 
still retain high tariff and non-tariff barriers to our exports. Because of this reality 
we gain substantially more from our negotiating partners than we give up. Perhaps 
just as important, we gain firm commitments from other nations to keep their mar- 
kets open to U.S. products, ensuring that U.S. industry will enjoy secure and grow- 
ing markets for years to come. 


Conclusion 

After 50 years of peace, prosperity and economic growth due in large part to our 
pursuit of open markets and free trade, we should not now turn to the protectionist 
policies which crippled such countries in the past as Argentina, India and J apan. 
Our commitment to liberalized trade helped to make America what it is today— a 
land of innovation, opportunity and prosperity. Only if we move forward with fast 
track today, can we ensure a similar future for Americans tomorrow. 

Thank you. 


Chairman Crane. Thank you, Mr. Kolbe. 
Mr. Visclosky. 
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STATEMENT OF HON. PETER J . VISCLOSKY, A REPRESENTA- 
TIVE IN CONGRESS FROM THE STATE OF INDIANA 

Mr. ViscLOSKY. Mr. Chairman, thank you very much. I want to 
thank you, Mr. Matsui and the Members of the Subcommittee for 
aiiowing me to testify today, i am here because i have a profound 
beiief that economic growth in this country shouid inciude reai 
growth in the wage rate of aii of the peopie that we represent. 

i do not come before the Subcommittee today as a trade ideo- 
iogue. i n 1988, i voted for the Omnibus Trade and Competitiveness 
Act. i aiso voted in 1991 to give President Bush adaitionai fast 
track negotiating authority, i supported the Uruguay round of the 
Generai Agreement on Tariffs and Trade, i am here today, how- 
ever, given my beiief that since 1981, what we have seen consist- 
entiy in the United States of America is pressure on the average 
wage rate for the peopie that we represent. And i am very con- 
cerned that the fast track biii before us today wiii oniy exacerbate 
that trend. 

There were 38,000 jobs that were iost in my district from 1977 
to 1987; we have more than made those jobs up. The unempioy- 
ment rate in my congressionai district is under 3.5 percent, but the 
average wage rate that peopie are taking home in those new jobs 
is iess than it was in 1981. 

As far as the experience we have had with NAFTA, in 1993, we 
had a trade surpius in steei of about 100,000 tons. Last year, the 
most recent figures avaiiabie, we had aimost a 2-miiiion ton deficit 
with the country of Mexico after NAFTA. That is not an academic 
experience; and a study by Pubiic Citizen group has indicated that 
of the peopie who have gone on to new jobs after iosing their de- 
crease of NAFTA, 65 percent are making iess than they made in 
their originai job. 

And i must teii you, in aii good faith— and job training was men- 
tioned once here ai ready— i am tired, i am sick and tir^ of voting 
for new job training programs for peopie because they have iost 
their job because of something we have done in the U.S. Congress. 

i am here because i am very concerned about sections 3(b)(2) and 
3(b)(3)(A) of the administration's fast track proposai that essen- 
tiaiiy fences off our abiiity to have serious biiaterai negotiations 
with countries over their enforcement of the iabor iaws on their 
books, i am not iooking for an arbitrary increase of iabor stand- 
ards, i am not iooking for an arbitrary increase of wage rates over- 
seas, but i am iooking for these countries' and our country's abiiity 
to enforce the iaws that they have on the books. 

Mr. Koibe taiks about the theory of corporations going to the 
country with the iowest wage rate, and if that were true, they 
wouid be in Africa. My understanding is that the wage rate today 
in Mexico is about $3.30 a day. i think that is iow enough, i think 
many of the companies that have invested in Mexico since the ad- 
vent of NAFTA don't need to go any further. And from my personai 
experience, when i have taik^ to empioyers in my district, peopie 
who have businesses, and who are considering overseas invest- 
ment, i have pieaded with them to join in a serious discussion of 
how to negotiate internationai iabor standards. Fiowever, the iight 
went on in my head about 6 months ago that i have wasted my 
time because investment doiiars and money are fungi bie and they 
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can move to the lowest common denominator. The 551,000 people 
I represent in my district cannot do that. If they are not going to 
make workers rights a priority, if they are going to work to protect 
only their intellectual property and other rights, which I fully sup- 
port them on, then we have an obligation to step up and protect 
the people who work for those companies. 

Thank you, Mr. Chairman. 

[The prepared statement follows:] 

statement of Hon. Peter J . Visclosky, a Representative in Congress from 

the State of I ndiana 

Thank you, Mr. Chairman, Mr. Matsui, and the other subcommittee members, for 
giving me this opportunity to testify today regarding the President's proposai for 
fast-track negotiating authority. I voted for the 1988 Omnibus Trade and Competi- 
tiveness Act, which contained fast-track negotiating authority, and, in 1991, I voted 
to give President Bush additionai fast-track negotiating authority. Further, as a 
supporter of the Uruguay Round of the Generai Agreement on Tariffs and Trade 
(GATT), which was n^otiated and impiemented under fast-track procedures, I have 
demonstrated my wiiiingness to support market-opening trade agreements that are 
designed to give American workers and companies a chance to compete and win in 
the giobai economy. Flowever, I am forced to oppose President Ciinton's recent re- 
quest for fast-track negotiating authority because it does not adequately protect 
worker rights and internationally-recognized labor standards or permit the enforce- 
ment of these fundamental rights through trade sanctions. 

Over the past several years, I have clearly seen how U.S. efforts to promote work- 
er rights, first through the GATT and then in the World Trade Organization (WTO), 
have been fiercely resisted by many of our trading partners. What this experience 
has shown me is that we need to take a more hard-nosed approach, and show our 
trading partners that we are serious about promoting worker rights. Simply put, if 
our trading partners want to take advantage of the benefits of open markets, they 
need to respect basic worker rights. This approach would not only eliminate some 
of the most egregious abuses, such as child and slave labor, but it would protect 
American workers and their jobs in the process. With trade sanctions as an incen- 
tive to respect worker rights, we could put the brakes on a race to the bottom in 
search of maximum profits. 

I appeared before the subcommittee in March to focus on the importance of link- 
ing respect for internationally-recognized worker rights to the conduct of inter- 
national trade. The specific rights I discussed included the freedom of association, 
the right to organize and bargain collectively, and the prohibition of forced or com- 
pulsory labor. These should not be controversial issues. In fact, many of the coun- 
tries who have ardently resisted linking worker rights to trade, including Mexico, 
have established worker rights laws on the books— they just aren’t being enforced. 
It is important to reiterate that I was not talking about the imposition of uniform 
labor standards, such as wages and hours. 

While worker rights are mentioned as a negotiating objective in the President's 
fast-track proposal, they are limited to policies and practices "directly related to 
trade" and can be promoted only through the WTO and the I nternational Labor Or- 
ganization (ILO). While this might sound like a step in the right direction, during 
the WTO's Ministerial Conference in Singapore last year, the U.S. was unable to 
convince our trading partners to establish a working party on worker rights and 
labor standards. Although I strongly supported such a working party, the reluctance 
to even talk about worker rights in the WTO leaves me very pessimistic that the 
circumstances would be any different with respect to the negotiating objectives in 
the President's fast-track proposal. I truly believe that the time has come to require 
that worker rights be included as a core objective of future trade agreements, where 
they could be enforced through meaningful trade sanctions. 

Although the President's fast-track request would cover a wide range of trade ne- 
gotiations and implementing agreements, I am very concerned about the Adminis- 
tration's stated intention to expand the North American Free Trade Agreement 
(NAFTA) to Central and South American countries, including Chile. NAFTA has 
hurt American workers, and, frankly, it should be repealed— not expanded. 

Fast-track negotiating authority was used to negotiate and implement NAFTA. I 
voted against NAFTA when it first came before the Congress because I felt that it 
would end up costing tens of thousands of Americans their jobs, and because it did 
not contain ad^uate protections for worker rights. More than three years later, 
these grim predictions have been borne out by the facts. Since NAFTA was ratified, 
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our $1.7 billion trade surplus with Mexico has turned into a $16.2 billion trade defi- 
cit. This growing trade deficit has taken with it many good, high-paying American 
jobs. One U.S. Department of Labor program has certified more than 124,000 work- 
ers as having lost their jobs directly as a result of NAFTA. Public Citizen, a non- 
partisan, public-interest group, estimates that number to be closer to 500,000. The 
Public Citizen study goes on to say, that of the workers who lost their jobs because 
of NAFTA, 65 percent are now in lower-paid positions. 

These trends are reflected in steel trade, which is vitally important to the econ- 
omy of Northwest Indiana. In 1993, the U.S. had a steel trade surplus with Mexico 
of about 100,000 tons. After the passage of NAFTA that surplus quickly turned into 
a deficit, which last year reached almost 2 million tons. 

J ust as troubling are reports that NAFTA is being used as a weapon against labor 
unions. Indeed, some American corporations are telling their workers that they will 
move their jobs to Mexico if they attempt to unionize. According to a study by Cor- 
nell University, in those shops that are already unionized, companies are threaten- 
ing to move their plants to Mexico in order to gain the upper hand in contract nego- 
tiations. Clearly, even those U.S. workers who have managed to keep their jobs are 
seeing lower pay and fewer benefits as a result of NAFTA. 

While worker rights and labor standards were addressed as part of a NAFTA side 
agreement, this side agreement is weak and unenforceable. Forcing Mexico to ad- 
here to minimum standards on worker rights would have helped to drive up wages 
and raise the standard of living for the average Mexican worker. This, in turn, 
would have put Mexican and American workers on a more equal economic footing, 
making employers think twice about moving to Mexico. Unfortunately, just the op- 
posite has happened, resulting in a minimum wage in Mexico of about $3.30 per 
day— less than one-third in real terms what it was in 1980. 

The situation in Chile, which is the next country slated to enter NAFTA, is not 
much better. I n Chile, workers have no right to organize unions or enter into collec- 
tive bargaining agreements, and they currently make an average of only $5.50 per 
day. Furthermore, the military is still run by a former dictator of that country. This 
is not the type of country to which we should be giving expanded trade privileges 
or for which we should be sacrificing good-paying American jobs. 

Given NAFTA's track record over the past three and a half years, I believe that 
extending this agreement without making fundamental changes would be a huge 
mistake. We cannot stand idly by while American workers are asked to forfeit their 
jobs in the name of global prosperity. Passage of the President's fast-track proposal 
would simply hasten the expansion of NAFTA and other trade agreements that have 
little regard for American workers or their foreign counterparts. Therefore, until 
more can be done to protect against job losses in the U.S., and promote inter- 
national worker rights, I will continue to oppose the expansion of NAFTA and re- 
newal of fast-track negotiating authority. 


Chairman Crane. Thank you. 

Our next witness is Mr. Dooiey from Caiifornia. 

STATEMENT OF HON. CALVIN M. DOOLEY, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF CALIFORNIA 

Mr. Dooley. Thank you, Mr. Chairman and Members of the Sub- 
committee, for giving me this opportunity to appear before you 
today. 

As a farmer and a Congressman, i strongiy beiievethat this vote 
wiii be the most important of the 105th Congress. A faiiure to pro- 
vide this authority to the President wiii resuit in a giant step back- 
ward for the U.S. economy and the American peopie. President 
Ciinton requested that Congress renew fast track negotiating au- 
thority for trade agreements. The President is requesting the same 
authority that every Democrat and Repubiican President since 
1974 has had, and the arguments for granting this authority are 
as compeiiing today as they have ever been. Trade negotiations are 
crudai to the continued economic vitaiity of our Nation. 
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The United States is, without question, the leading economic 
power in the world today and, clearly, expanded trade has been a 
major component in the growth of our economy. And it has been 
our President's use of fast track authority that has contributed to 
the increased trade. 

The facts are irrefutable. I n 1970, exports were about 13 percent 
of our gross domestic product. Today, exports account for nearly 30 
percent of the gross domestic product of this country. Since 1978, 
almost 70 percent of the growth of the U.S. economy has been de- 
rived from exported goods and services, and exports support 12 mil- 
lion American jobs, and over the last 4 years have created 1.4 mil- 
lion new jobs, which, on average, are paying higher than, 16 per- 
cent, than most jobs in this country. 

Today, the United States is the world's largest total exporter, but 
without an aggressive, proactive trade policy, the United States 
stands to lose ground in the international marketplace. Even now, 
our competitors and trading partners are developing trade agree- 
ments that don't include the United States. 

I n j anuary of this year, I had the opportunity to travel with the 
Agriculture Committee to Argentina and Chile, and one cannot 
help but to be impressed by the democratic and the economic re- 
forms that are spreading across Latin and South America. But one 
must also be concerned by the formation of MERCOSUR, which is 
the trading union of Argentina, Brazil, Paraguay, and Uruguay. 
The efforts of MERCOSUR are basically to bring together a com- 
mon group of nations there that will reduce the tariff barriers be- 
tween them, but maintain common external tariffs. What is con- 
cerning us is that MERCOSUR is now adding Chile as an associate 
member and they are currently planning free trade talks with 
Peru, Colombia, Ecuador, and Venezuela. Even more concerning is 
MERCOSUR has recently had discussions with Canada about join- 
ing and is pursuing further agreements with Asian and European 
nations. 

The threat to the United States is very clear, and our economic 
interests are what is at stake. As the countries of MERCOSUR re- 
duce and eliminate tariffs between themselves, they maintain that 
common external tariff that U.S. products face, placing our work- 
ers, our farmers, and our companies at a competitive disadvantage. 

All this progress between other nations will continue with or 
without action on fast track. The United States must be an active 
participant in international trade agreements to ensure our contin- 
ued progress in reducing trade barriers and opening new markets. 
Fast track authority is our ticket to the negotiating table. 

The most compelling arguments supporting fast track are the 
simplest. Ninety-six percent of the world's consumers live outside 
the United States. The global economy will grow three times the 
rate of the U.S. economy. We need to be a player in this expanding 
world market, and denying this President fast track authority will 
only hurt American workers and American families. 

This vote, more than any other taken by Congress this year, will 
pave the way for a bright and prosperous future for the United 
States. Passage of fast track will assure greater economic opportu- 
nities for U.S. businesses to generate more and higher paying jobs 
for the U.S. workers. 



25 


Thank you, Mr. Chairman. 

[The prepared statement follows:] 

statement of Hon. Calvin M. Dooley, a Representative in Congress from the 

State of California 

Mr. Chairman and members of the Subcommittee, thank you for giving me the 
opportunity to appear before you today. As a farmer and a Congressman, I strongiy 
believe that this vote will be the most important of the 105th Congress. A failure 
to provide this authority to the President will result in a giant step backwards for 
the U.S. economy and the American people. 

President Clinton has requested that this Congress renew fast-track negotiating 
authority for trade agreements. The President is requesting the same authority that 
every Democratic and Republican President since 1974 has had. And the arguments 
for granting him this authority arejust as compelling today. Trade negotiations are 
crucial to the continued economic vitality of our nation. The United States is with- 
out question the leading economic power in the world today and clearly expanded 
trade has been a major component in the growth of our economy. And it has been 
our President's use of the fast track authority that has contributed to that increased 
trade. The facts are irrefutable. In 1970, exports were about 13 percent of the Gross 
Domestic Product. Now, exports account for nearly 30 percent of GDP. Since 1978, 
almost 70 percent of the growth of the U.S. economy has been derived from exported 
goods and services. Exports support 12 million American jobs, and over the last four 
years have created 1.4 million new jobs. 

Today the United States is the world's largest total exporter, but without an ag- 
gressive, proactive trade policy the United States stands to lose ground in the inter- 
national market place. Even now, our competitors and trading partners are develop- 
ing trade agreements that don't include the United States. In J anuary of this year 
I traveled with the Agriculture Committee to Argentina and Chile. One cannot help 
but be impressed by the democratic and economic reforms that are spreading across 
Latin and South America. But one must also be concerned by the formation of 
Mercosur (a union of Argentina, Brazil, Paraguay, and Uruguay) that will virtually 
eliminate tariffs between these countries, but maintain tariffs against the U.S. The 
countries of MERCOSUR have added Chile as an associate member and are plan- 
ning free trade talks with Peru, Columbia, Ecuador and Venezuela. Mercosur has 
recently had discussions with Canada about joining and they are pursuing further 
agreements with Asian and European nations. The threat to United States economic 
interests should be clear. As the countries of Mercosur reduce and eliminate tariffs 
between themselves they maintain a common external tariff that U.S. products face, 
placing our workers, our farmers and our companies at a competitive disadvantage. 
All of this progress between other nations will continue with or without action on 
fast-track. The United States must be an active participant in international trade 
agreements to ensure our continued progress in reducing trade barriers and opening 
new markets. Fast track authority is our ticket to the negotiating table. 

Fast track will allow the President to pursue sectorial agreements in areas such 
as agriculture, medical equipment, telecommunications, and environmental tech- 
nology. These are areas where the U.S. is already a leader. Agriculture has been 
one of the greatest success stories of expanded trade, increasing by almost 50% since 
1990 to $60 bi 1 1 i on in exports i n 1996. 

In my home state of California, the importance of international trade can be seen 
first-hand. Eighty percent of the cotton produced in California is exported, 70 per- 
cent of all the almonds produced are exported and 50 percent of California citrus 
is exported. We need to pass fast track in order to continue our leading position in 
the world. 

Opponents of fast-track authority use the example of NAFTA as a reason for op- 
posing further trade negotiations. While they point to isolated incidents, NAFTA has 
actually been very successful in expanding exports for the United States. Despite 
the peso crisis in late 1994, NAFTA has increased U.S. exports by over 34 percent 
in just three years. In addition to breaking down tariffs between the three member 
nations, NAFTA has ensured that our trading partners adhere to a consistent and 
equal set of trading standards. Without NAFTA and other trade agreements, the 
U.S. would have no impact on the trade and economic policies of our trading part- 
ners. Through engagement and negotiation we will be able to level an unfair playing 
field for the advantage of all Americans. 

The most compelling arguments supporting fast track are the simplest. Ninety- 
six percent of the world's consumers live outside the United States. The global econ- 
omy will grow at three times the rate of the U.S. economy. We need to be a player 
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in this expanding worid market. Denying this President fast track authority wiii 
oniy hurt American workers and American famiiies. 

This vote, more than any other taken by Congress this year, wiii pave the way 
for a bright and prosperous future for the United States. Passage of fast-track wiii 
ensure greater economic opportunities for U.S. business to generate more and high- 
er paying jobs for U.S. workers. 


Chairman Crane. Thank you, Mr. Dooley. 

Mr. Blumenauer 

STATEMENT OF HON. EARL BLUMENAUER, A REPRESENTA- 
TIVE IN CONGRESS FROM THE STATE OF OREGON 

M r. Blumenauer. Thank you. And I appreciate the cautious and 
careful way that the Subcommittee is approaching this issue, be- 
cause frankly one of the concerns I have iiad is that we have been 
caught up in rhetorical excesses, most graphically illustrated by the 
discussion surrounding NAFTA, where both sides oversold the case; 
and I fear that we really create a problem for ourselves in terms 
of perception. Your being careful and thoughtful in allowing the 
case to be made is going to serve a great purpose for the American 
people. 

Fast track itself is not going to have any negative impacts on 
labor rules or environmental protection. It, in fact, gives the Presi- 
dent a chance to negotiate trade agreements with other countries 
which historically have proven to be the best way to improve other 
countries' labor and environmental protections. 

As has been pointed out, this is not new; this is something that 
we have taken for granted over the course of the last 25 years to 
great effect for our country and for the world's economy. The Con- 
gress reserves to itself the opportunity to turn down an agreement 
that any administration negotiates that we do not feel meets those 
objectives; and I personally pledge to exercise that authority to vote 
no if there is something that I feel is not in the best interest of the 
country, and I am sure my colleagues would do the same. 

I am concerned with people who are advancing the notion that 
somehow we have to use the fast track authority to aggressively 
pursue environmental and labor provisions and somehow wanting 
them to be dictated. Frankly, I support progress labor practices and 
the environment, which could be part of trade negotiations, but we 
need to be able to do this in a thoughtful and deliberate fashion. 

There are others in the world who have grounds to criticize our 
performance. What if there are other countries that are going to 
dictate that we have less income inequality and dictate minimum 
wage as a multiple of chief executive officer compensation; or those 
who look at the waste that we have in this country in energy, or 
the fact that we produce 50 times the greenhouse emissions as a 
developing country, and try and condition their agreements with us 
on our having a very high gasoline tax, for instance, well, some of 
the same people who are critical of these provisions would abso- 
lutely go ballistic and understandably so. 

We are not going to dictate to other countries; they are not going 
to dictate to us. We must be able to do this in a thoughtful and 
deliberate process. 
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My region of the country stands to lose ground if we do not ex- 
tencl fast track authority. In my own district, I am looking at one 
of the largest employers. Freightliner, that has the most productive 
truck building facility in the United States, arguably one of the 
most productive in the world, is going to lose production by having 
to shift productive capacity to other parts of the world because we 
don't have an agreement with Chile; and that may be moved to 
Canada or to Mexico. We see the effects in my own region. 

The rest of the hemisphere and the world are reaching trade 
agreements without the United States, as has already been ref- 
erenced. We need to not be the only country in the region that does 
not have a trade agreement with Chile. We have the most to gain 
from these trade agreements. 

As has been referenced, we are only a small minority of the 
world's population; we stand to have a 70 million population in- 
crease versus a 1.8 billion increase around the world over the next 
20 years. As the Subcommittee has heard, these emerging econo- 
mies are growing more rapidly than ours; that is where our future 
is. 

We need to give the President the authority to move this forward 
for the future for a more productive economy, and I appreciate your 
efforts in terms of allowing us to maybe develop this in a less im- 
passioned and rhetorical fashion. I think the country is going to 
benefit from your efforts. 

Thank you very much. 

[The prepared statement follows:] 

statement of Hon. Earl Blumenauer, a Representative in Congress from the 

State of Oregon 

We begin our deliberation of an important tool for our country's Trade Represent- 
ative amidst unfortunate rhetorical excess. This process was greatly accelerated dur- 
ing the debate surrounding NAFTA. 

Theetfeots of the NAFTA agreanent were exaggerated, and the same thing is happen- 
ing to "fast track." 

When NAFTA was debated and passed in 1994, both proponents and opponents 
oversold its effects. Although NAFTA has played key roles in this decade's economic 
growth and in blunting the effects of Mexico's recession, its employment impacts are 
negligible within the scope of the enormous job creation numbers in the U.S. econ- 
omy every week. 

"Fast track" itself will not have any negative impacts on labor rules or environ- 
mental protection. It will instead give President Clinton a chance to negotiate trade 
agreements with other countries, which has historically proven to be the best way 
to help improve other countries' labor and environmental protections. 

This process is not some new development, justifying either the tone of debate or 
the tinkering with the mechanism. 

Every president, from both parties, all the way back to Richard Nixon, has enjoyed 
"fast track" authority. 

"Fast track" is a trade tool for the presidency and was created to facilitate trade 
n^otiations with other countries given today's Congressional realities. Many coun- 
tries simply will not negotiate major trade agreement with us, if they know the 
president does not have "fast track." 

Congress can still vote no on any trade deal brought bd'ore it— I will vote no if I 
feel it is a bad trade deal. 

Congress does not give up its right to approve or disapprove a trade deal, and 
I will not hesitate to vote no if I feel any trade deal brought before the Congress 
hurts the interests of the United States. This will provide a natural incentive to 
have the President negotiate a trade deal he feels can pass the Congress easily and 
benefit the United States in the long term. 
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E nvironmental and labor provisions should be negotiated, not dictated. 

I support progress on labor practices and the environment, which could be a part 
of any trade package, but they should not be fixed in stone before negotiations even 
b^in. We should communicate to the president our concerns and our needs, and let 
him take that to the bargaining table with him, not tie his hands behind his back. 

Others in the world have grounds to criticize our own labor and environmental 
practices. We often produce 50 times the CO 2 of developing countries, waste energy 
and have huge income inequality. If the roles were reversed and foreign govern- 
ments dictated a relationship between our minimum wage and CEO compensation, 
or a $2 increase on our gas tax, some of the same critics who demand stricter labor 
and environmental protections would go ballistic. 

The Northwest stands to lose ground because of the United States' lack of "fast track" 
authority. 

Sectors like agriculture and manufacturing are losing ground daily to those in 
other nations who are crafting trade agreements without the United States at the 
bargaining table. 96% of the world’s mouths lie outside the United States, and 
American and Northwest growers will have a better chance to feed those mouths 
with more trade agreements. China has 1/3 the arable land of the United States, 
but nearly four times the population— they and other countries desire American ag- 
ricultural products. By using that leverage to our advantage, we can ultimately open 
other markets. 

Manufacturing will also suffer without fast track. Freightliner, a major company 
in my district, may have to move some production from Oregon to Mexico unless we 
reach a trade deal with Chile, simply because Mexico already receives preferential 
treatment from Chile. Freightliner employs over 3700 people and brings in nearly 
$250 million to the region economically. 

The rest of the hemisphere and the world are reaching trade agreements without the 
United States. 

Every major economy in the Western Flemisphere has reached a trade deal with 
Chile— except the United States. This means we are in danger of falling behind the 
rest of the hemisphere, and indeed the rest of the world, in forging what the global 
trade rules will be. If we remove ourselves from the global trade negotiating table, 
we will have no influence over how trade agreements are reached, and no oppor- 
tunity to change them for the better. We are still going to buy copper from Chile 
regardless of their status as a major supplier. 

The United States has the most to gain from trade agreements, as future population 
and economic growth will primarily happen outside our borders. 

We have some of the lowest tariffs in the world, so entering into trade negotia- 
tions has the prospect of lowering other countries' barriers more than our tariffs. 
The United States should continue to move aggressively towards opening world 
markets so our products are sold on a level playing field with other countries' prod- 
ucts. Our potential trading partners are interested in enhanced access to the world's 
richest market— we can and should use that leverage to open markets for our prod- 
ucts. 

The global economy is here. Over the next twenty years, global population will 
increase from 5.8 billion to 7.6 billion, a growth of 1.8 billion people. Over that same 
period of time, the United States' population is projected to grow only 70 million. 
Not only do 96% of the world's people currently live outside our borders, 96% of the 
population growth over the next twenty years will also occur outside our borders. 

Economically speaking, the global economic expansion will likely continue at 9- 
10% over the next few years, while our own economy, although performing well com- 
paratively speaking, will only manage 3-4% growth. Latin America and Asia will 
grow three times as fast as the U.S., Europe and J apan over the next fifteen years. 

These facts show clearly future prosperity is to be found in these emerging global 
markets. With the end of the Cold War, countries can now focus on bettering the 
lives of their own citizens through increased international cooperation and economic 
growth. The United States must continue to lead, not only militarily, but also eco- 
nomically. Giving the president traditional trading authority enhances that leader- 
ship. 


Chairman Crane. Thank you, Mr. Blumenauer. 
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Mr. Moran, second bells just went off. Do you want to proceed 
and then we will recess and all run over to vote? 

STATEMENT OF HON. JAMES P. MORAN, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF VIRGINIA 

Mr. Moran. I get the picture, Mr. Chairman. Thank you. 

I do want to emphasize, though, that fast track is not a trade 
agreement. All it does is set out the process by which trade agree- 
ments will be considered. 

Only Congress has the final say on whether to approve or dis- 
approve a trade agreement and its implementing l^islation. The 
administration's Export Expansion and Reciprocal Trade Agree- 
ment of 1997, the administration bill, activates a historic partner- 
ship that provides an even wider role for Congress in trade negotia- 
tions, before, during, and after agreements are concluded; and at 
the end of the day, it is only Congress that has the final say wheth- 
er to accept or reject a trade deal that is brought back by the ad- 
ministration. 

With fast track trade authority, the administration is poised to 
negotiate strong international agreements in telecommunications, 
information technology, government procurement— major agree- 
ments, very important to our being able to sustain the growth of 
our economy. But without fast track, we are going to continue to 
face foreign barriers to our trade and products and services that in- 
clude tariffs of up to 30 percent. 

We have to understand the context here. We have very few tariff 
barriers, we have very little to give up, we are virtually a free 
trade country; but other countries have tariff barriers up to 30 per- 
cent, and here we are insisting upon things that would abrogate 
their own international laws in return for our being able to give up 
very little. 

The critics of fast track are wrong; they are wrong on several 
counts. First and foremost, there is nothing in existing law to pre- 
clude this or any other President from making labor and environ- 
mental conditions an issue in international trade agreements. Pre- 
vious Presidents have done so; this President will do so. The ques- 
tion is whether Congress should preordain the contents of trade ne- 
gotiations before the President engages in them. 

Beyond that, few nations, including the United States— particu- 
larly the United States— would seriously engage in trade negotia- 
tions if they knew that the result woulcT require a change in or an 
abrogation of their own domestic laws. We wouldn't do it, and we 
shouldn't expect other countries to do it. And those who purport to 
be concernea about global environmental and labor conditions ne- 
glect one of history's great lessons, that it is free and open world 
trade that has improv^ global prosperity, that has fostered democ- 
racy, that has helped to ameliorate poverty and environmental deg- 
radation that is so common to emerging economies. This is what 
has done it. 

It is free and open trade that has accomplished it more than any- 
thing else, so the bottom line is clear. If the United States is going 
to take full advantage of the opportunities of a global marketplace, 
where 95 percent of the world's consumers live outside our Na- 
tional boundaries, then we have got to open up trade to that mar- 
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ketplace; we can't continue to have 5 percent of the world's popu- 
lation and 20 percent of the world's wealth if we are not going to 
look to that marketplace, which represents 95 percent of the 
world's consumers. 

Extending fast track trading authority to the President is nec- 
essary if we are going to continue the economy that we enjoy today; 
and without the unfettered authority to strike deals in the name 
of the U.S. Government in good faith, that will stick, the President 
is going to find his hands tied, and that is going to tie the hands 
of our economy and it is going to damage the quality of life that 
all of us are blessed by today. 

We have a great deal at stake, we hope you will do the right 
thing and pass fast track trading authority. Thank you, Mr. Chair- 
man. 

[The prepared statement follows:] 

statement of Hon. J ames P. Moran, a Representative in Congress from the 

State of Virginia 

Mr. Chairman, thank you for holding this hearing on extension of traditional trad- 
ing authority to the President. 

Congress is poised to make a decision that will have an enormous impact on trade 
for our entire nation. In short, will we grant this President the same power granted 
to every President since 1974 to negotiate important international trade agreements 
with the knowledge that the resulting pacts will not be renegotiated by Congress? 

Dozens of Virginia business leaders have told me that renewal of this trading au- 
thority is absolutely critical to the continuing economic growth across the Common- 
wealth, including the sectors of information technology, financial services, and man- 
ufactured goods. 

We simply can't afford to tie the hands of America's chief negotiators at the global 
trade table. To do so would allow our global competitors in other countries to beat 
us to the best deals and to overtake us in the race for economic progress. 

The debate on this issue has been framed in broad national terms, but there is 
much at stake for individual states— and particularly for Virginia— in ensuring the 
widest access to global trade. 

A survey of Virginia's economic landscape provides abundant evidence of how the 
Commonwealth benefits from full participation in the international marketplace. 
Virginia exported $11.6 billion in goods last year, much of it moving through our 
port at Hampton Roads. The export of these goods employed more than 120,000 Vir- 
ginians directly, and thousands more indirectly. The international market in serv- 
ices is harder to measure, but Virginia is home to thousands of young and vital 
service companies whose financial future depends on open access to the global mar- 
ketplace. With fast track trade authority, this administration is poised to negotiate 
strong international agreements in telecommunications, information technologies, 
and government procurement, just to name a few. Without fast track, the future of 
these negotiations, and our global economic position, is mired in doubt, and we will 
continue to face foreign barriers to our trade in products and services, including tar- 
iffs of up to 30 percent. 

As with other states that provide friendly business environments, Virginia bene- 
fits from the ability of the President to negotiate effective international trade deals 
with the understanding that Congress won't nit-pick the deals to death. All fast 
track authority means is that the president can exercise his executive power to ne- 
gotiate trade agreements with the full knowledge that such a deal, if struck, will 
stick. Under this negotiating authority, the deal would be put to a straight up-or- 
down Congressional vote, with individual members unable to derail or dilute the 
agreement with amendments. 

Some argue that this authority should come with concomitant requirements that 
the President insist on certain environmental and labor standards in international 
trade agreements. These critics are wrong on several counts. First and foremost, 
there is nothing in existing law to preclude this or any other President from making 
labor and environmental conditions an issue in international trade agreements. 
Many Presidents have done so. The question is whether Congress should preordain 
the contents of trade negotiations before the President engages in them. Beyond 
that, few nations, including the United States, would seriously engage in trade ne- 
gotiations if they knew the result would require a change in, or abrogation of, their 
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own domestic laws. Finally, those who purport to be concerned about global environ- 
mental and labor conditions neglect one of history's great lessons: that free and open 
world trade improves global prosperity, fosters democracy, and helps to ameliorate 
the poverty and environmental degradation so common to closed and emerging 
economies. 

The bottom line is clear: If the United States is not able to take full advantage 
of the opportunities of the global marketplace, the 95 percent of the world's consum- 
ers who live outside our national boundaries will shop somewhere else, and other 
countries will reap the benefits. 

Closer to home, extending fast track negotiating authority to the President is nec- 
essary if Virginia hopes to be in the best position to lead the way in today's dizzying 
global economy. Without the unfettered authority to strike deals in the name of the 
U.S. government, the President will find his hands tied just when they should be 
free to fashion the best deal for the country. 


Chairman Crane. Thank you all of you for your testimony and 
the Subcommittee will stancf in recess. But this is a motion to ad- 
journ; if we all vote aye, we will not have interruptions the remain- 
der of the day. Thank you. 

[Recess.] 

Chairman Crane. Will everyone please take seats. Please be 
seated or take conversations out of the Subcommittee room, please. 

Since we have an unpredictable day, again not surprisingly, we 
would like to move as quickly as possible; and we now have the op- 
portunity to proceed with Hon. Charlene Barshefsky. 

We would like to welcome you back to the Subcommittee. Thank 
you for coming up here to try and dispel some of the myths about 
free trade and to explain the need to renew fast track negotiating 
authority to the President. And you may proceed. 

STATEMENT OF HON. CHARLENE BARSHEFSKY, U.S. TRADE 
REPRESENTATIVE 

Ms. Barshefsky. Thank you very much, Mr. Chairman. It is a 
pleasure to see you and the Members of the Subcommittee again. 

I ask, of course, that my complete statement be available for the 
record. 

Chairman Crane. Without objection, so ordered. 

Ms. Barshefsky. The Export Expansion and Reciprocal Trade 
Agreements Act of 1997, which the administration has proposai, 
would renew the traditional relationship between Congress and the 
President in defining trade policy and approving trade agreements. 
The administration's proposal would provide a critical tool to lower 
foreign trade barriers, open markets, and rebalance trade relation- 
ships on more reciprocal terms. This legislation is vital to American 
business, farmers and workers, because fast track is fundamentally 
about U.S. exports, which are absolutely critical to our economic vi- 
tality. 

Since 1993, more than a third of our economic growth has come 
directly from exports, and the number of export- related jobs has in- 
creased by almost 2 million. Twelve million U.S. jobs depend on ex- 
ports now, and these jobs pay an average of 15 percent more than 
nontrade-related jobs, and since 1985, U.S. exports have roughly 
tripled. 

With only 4 percent of the world's population but 20 percent of 
the world's wealth, we have to figure out a way of holding on to 
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that very advantageous position. That means we must have access 
do the other 96 percent of the world's consumers that don't live 
here. 

Fast track sends a strong signal to our trading partners that the 
United States will continue to lead. It indicates that we are deter- 
mined to set the rules for fair trade. 

We must also recognize, in the post-cold war era, that economic 
relationships are increasingly important in defining our strategic 
alliances. Our trade relationships and economic leadership will 
help shape the longer term economic security of this Nation, rein- 
forcing our global leadership. We must not diminish our power or 
our influence in the world. Our strength is our leadership, and fast 
track helps to ensure leadership on trade. 

There are serious and immediate consequences if we do not 
renew this authority. In every region of the world, but particularly 
in Latin America and Asia, the two fastest growing regions, our 
competitors are pursuing strategic trade policies and, in many 
cases, creating new, exclusive trade alliances to our detriment. 
There are over 35 free trade agreements operating in our hemi- 
sphere; we are a party to one. Since 1992, over 20 free trade agree- 
ments have been negotiated; we are a party to none. This causes 
us to lose ground to our industrial competitors, not to mention the 
loss of leadership in our own hemisphere. 

Canada, for example, recently signed a trade agreement with 
Chile, giving Chilean exporters substantial advantages in compari- 
son with their United States counterparts. The EU, European 
Union, has concluded a framework agreement with Chile, which 
may also lead to a free trade agreement. Indeed, since the Presi- 
dent kicked off his fast track initiative, both Canada and the Euro- 
pean Union have stated their intention to complete free trade ac- 
cords with MERCOSUR, further disadvantaging United States ex- 
ports and dominance in our own region. 

The question for us is, do we move ahead and fight for new mar- 
kets, or do we let others define the rules and reap the rewards 
without us? 

We intend to use fast track authority in three ways. First, to 
complete the so-called "built-in agenda" of the World Trade Organi- 
zation. This year, we resumed global negotiations on the reform of 
government procurement. Next year, we restart negotiations on in- 
tellectual property, followed then by global agriculture negotia- 
tions, and then services negotiations. We must seek enhanced mar- 
ket access in all of these areas, and the stakes are very high. 

Government procurement in Asia alone will be about a $1 trillion 
market over the next 10 years. Agriculture is a $600 billion global 
market; services, a $1.2 trillion market annually. We must have 
this negotiating authority to enter these various talks or countries 
will not put meaningful offers on the table. 

Second, we must pursue market access initiatives, in fast- 
growing sectors where the United States is a powerful competitor. 
The recent information technology agreement, for example, cuts 
tariffs in 42 countries on a wide array of information products. The 
agreement amounts to a $5-billion annual tax cut for the United 
States. It includes sales of such things as telecommunications 
equipment, computers, semiconductors, and so on. The ITA, Inter- 
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national Trade Administration, has led the consensus among our 
trading partners to pursue ITA-II this fall, which would expand 
the product coverage, address nontariff barriers, and steer internet 
commerce toward free and open trade. 

Other potential sectors we have identified for market access in- 
clude chemicals, environmental products and services, medical 
equipment and services, and other areas where we are a leading 
global competitor, but where foreign market access barriers remain 
quite high. 

Third, new authority is essential if we are to negotiate more com- 
prehensive market access agreements with individual countries. 
This administration, consistent with its predecessors, has identified 
Chile as a promising candidate. Such an agreement appears to be 
possible with Chile, including with respect to labor and environ- 
mental issues. 

Prior to identifying any other specific country, the administration 
would first engage in extensive consultations with Congress. The 
administration's fast track proposal ensures that Congress will be 
a full partner in setting negotiating objectives and establishing 
trade priorities. Fast track, of course, does not itself approve any 
particular trade agreement; it is merely the procedural device 
under which agreements are to be considered by the Congress. It 
is Congress that has the final say whether a trade agreement is ac- 
ceptable or not. Only Congress can vote yes or no. 

Let me note a few elements in the administration's proposal. 
First, the legislation would reactivate a 60-year partnership be- 
tween the President and Congress by reinstating fast track and 
tariff cutting authority through October 2001, with the prospect of 
renewal through 2005. The extension to 2005 would be subject to 
disapproval by either Flouse of Congress. 

Next, our proposal outlines clear trade negotiating objectives de- 
signed to sustain U.S. economic competitiveness and advance fun- 
damental values, such as worker rights, including child labor and 
environmental quality. 

Third, notification requirements and public participation have 
been expanded relative to prior law, and the proposal gives Con- 
gress an expedited way to revoke fast track authority if it so choos- 
es. 

Fourth, the proposal broadens substantially, congressional in- 
volvement in trade policy at every phase. The President is required 
to confer with Congress before, during, and after the trade negotia- 
tion, and Congress has the ability to set priorities, provide advice, 
and exercise meaningful oversight. 

And finally, the proposal ensures that we will maintain our high 
health and safety standards and enforce our trade laws. 

In the Congress and among the American people there are 
strongly held views on the issue of trade, but there can be no dis- 
agreement that increasing our exports, tearing down barriers, and 
opening new markets under tougher trade agreements is good for 
America. We can accomplish none of these goals without the ability 
to bring our trading partners to the table and negotiate with them 
effectively, and that is what fast track is all about. 

I n conclusion, let me say that we are committed to working with 
the Congress to make sure that this legislation receives the full bi- 
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partisan support it deserves and the American people expect. As 
President Clinton recently said, walking away from this oppor- 
tunity will not create a single job. Turning away from this oppor- 
tunity will not expand our economy, enhance our competitiveness, 
make the environment better, or empower our workers. The world 
economy is on a fast track, and we must lead in shaping our future. 
Thank you, Mr. Chairman. 

[The prepared statement follows:] 

statement of Hon. Charlene Barshefsky, U.S. Trade Representative 

Mr. Chairman and Members of the Committee, I want to thank you for the oppor- 
tunity to appear before you today to address an issue that is vitai to the future of 
American farmers, businesses, and workers, as weii as our position as a ieader in 
the giobai economy: that is, approvai of the Administration's proposai to renew fast 
track and the President's tariff prociamation authority under the "Export Expansion 
and Reciprocai Trade Agreements Act of 1997." Mr. Chairman, if enacted, the Presi- 
dent's proposai wouid renew more than 60 years of cooperation between the Con- 
gress and the Executive Branch in the negotiation and i mpi ementati on of market- 
opening trade agreements for the benefit of American workers and companies. 

What is at stake in your consideration of this proposai is nothing iess than wheth- 
er the United States wiii continue to be at the forefront of nations seeking the re- 
duction of trade barriers and the expansion of more open, ^uitabie and reciprocai 
trading practices throughout the worid. As the President said recentiy, the question 
before you is whether we are going to iead the way or foliow. This is not the time 
to shrink from the future, but to seize the opportunities it holds. 

The President is right. Today, this country is at the pinnacle of its influence. Our 
economy is the strongest in the world. In the last four and one half years, the 
United States has once again become the world's number one exporter, the world's 
largest manufacturer of automobiles, the world's premier agricultural exporter, and 
the world's leading producer of semiconductors. From the farms of the Midwest to 
the high-tech firms of California and Massachusetts, businesses are growing, unem- 
ployment is declining and inflation is under control. America leads the world in a 
very competitive global marketplace. Our economy is the envy of our trading part- 
ners. 

Today, international trade is an increasingly vital component of our economic 
strength at home and leadership abroad. Exports are more important in our econ- 
omy than ever. Since 1993, more than a third of our economic growth has come di- 
rectly from exports, and the number of export-related jobs has increased by 1.7 mil- 
lion. A total of some 11.5 million U.S. jobs depend on exports, and these jobs pay 
an average of 15% more than non-trade-related jobs. Since 1985, U.S. exports have 
roughly tripled from about $300 billion to an expected $900 billion this year. 

But, we cannot rest on our past accomplishments. We must find new markets for 
our goods and services in order to help our economy to maintain strong growth. To 
frame our economic challenge clearly: the United States represents four percent of 
the world's population, yet our share of global income is 20%. How are we going to 
maintain our enviable position? We must sell to the more than 96% of the consum- 
ers that live outside our borders, which requires that we further open foreign mar- 
kets to our goods and services. We need fast track if our economy is to stay on the 
fast track. 


The Importance of Fast Track 

Fast track is critical to increase access to foreign markets and shift trade condi- 
tions in our favor. Fast track sends a strong signal to our trading partners. It tells 
them that when the President negotiates a trade agreement, he has the confidence 
of the Congress behind him. It also indicates that the United States is serious about 
reaching agreements that will reduce market barriers and trade distortions. 

This proposal reactivates a partnership between the President and the Congress 
that dates back over six decades. Recognizing that the high protective U.S. tariff 
walls it established in 1930 had only served to deepen the Depression, Congress four 
years later enacted the first reciprocal trade agreements act. In that act. Congress 
gave the President authority to negotiate mutual tariff reductions with our trading 
partners. Congress renewed that authority repeatedly over the years, and successive 
Presidents used the authority to dramatically reduce tariff barriers around the 
world. 
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"Fast track" was first put in piace under the Ford Administration in 1974. Under 
fast track the Congress and the President work together, ensuring that the United 
States can effectiveiy negotiate away foreign tariff barriers as weii as non-tariff bar- 
riers— such as quotas, protectionist product standards, and subsidies— which foreign 
governments have increasingiy substituted for tariffs to exciude U.S. products. It 
worked weii for 20 years, a period over which every President had fast track author- 
ity with bipartisan support. Fast track iapsed aiong with most of the President's tar- 
iff reduction authority three years ago. 

With this iegisiation, we are seeking to reactivate the process by which certain 
trade agreements can come back to the Congress for an up or down vote without 
amendment. We are not seeking Congress' approvai of a particuiar trade agreement. 
Congress retains the iast word. 


Dangers of Inaction 

There are serious and immediate consequences if we do not renew fast track. In- 
creasingiy over the past few years, major trade agreements have been negotiated 
without our participation. Our competitors are determined, sophisticated, strategic 
and focused. In every region of the worid, but particuiariy Latin America and Asia, 
the two fastest growing regions of the worid, governments are pursuing strategic 
trade poiicies and, in some cases, preferentiai trade arrangements. They are forming 
relationships around us, rather than with us, and they are creating new exciusive 
trade aiiiances to the detriment of U.S. interests. I can assure you that our trading 
partners are not waiting for us to pass a biii. 

A significant number of biiaterai and regionai trade agreements are aiready oper- 
ating here in the Western Flemisphere. The United States is party to oniy one. In 
fact, most U.S. trading partners in the hemisphere have been activeiy forging cioser 
ties with neighboring countries. In Latin America and Asia aione, over 20 such 
agreements have been negotiated since 1992— aii without us. 

Argentina, Brazii, Paraguay, and Uruguay have formed a common market, 
MERCOSUR, which has a GDP of approximately $1 trillion and ambitions to ex- 
pand to all of South America. MERCOSUR is the largest economy in Latin America 
and encompasses a population of 200 million. It has struck agreements with Chile 
and Bolivia, and is discussing agreements with a number of Andean countries (Co- 
lombia, Venezuela), as well as countries within the Caribbean Basin. There are re- 
cent reports that Canada is also in discussions with MERCOSUR. And, the EU and 
MERCOSUR already have plans to conclude a reciprocal trade agreement by 1999. 

Furthermore, the nations of the Andean Community have started meeting with 
member nations of CARI COM and the Central American Common Market to discuss 
negotiation of free trade agreements. 

And, Chile, with one of South America's leading economies, has signed trade 
agreements with Bolivia, Colombia, Ecuador, Mexico, Venezuela, Canada and the 
MERCOSUR states. Indeed, Chile has preferential trading relationships with every 
major trading country in our hemisphere but one— the United States. 

I n South Asia, the seven members of the South Asian Association for Regional Co- 
operation (SARC)— I ndia, Pakistan, Bangladesh, Nepal, Bhutan, Sri Lanka, and the 
Maldives— have set 2001 as the target for the creation of a free trade area. SARC 
now represents only about 1 percent of world trade, but it encompasses roughly 20 
percent of the world's population. This will increasingly be an important market for 
U.S. goods and services. 

Access to markets in such developing nations is especially important to America's 
economic future, particularly those in Asia and Latin America which are projected 
to grow at rates as much as three times the U.S. growth rate. As noted, more than 
96 percent of the world's consumers reside outside the United States. Of the more 
than 30 million people who join the world's middle class annually, an estimated 
three quarters are found in emerging markets and other low and middle-income 
countries. Latin America alone, if current trends continue, will exceed both Japan 
and Western Europe combined as an export market for U.S. goods by the year 2010. 
Already, Latin America is our fastest growing export market, even though the tariff 
barriers within the region average three to four times the average U.S. tariff. Simi- 
larly, the Asian Pacific Rim has been our second fastest growing export market in 
recent years, but its market access barriers are also generally higher than U.S. bar- 
riers. The elimination of these inequities is in America's fundamental interest, as 
we have the most competitive economy in the world. 

Our lack of fast track procedures also disadvantages us in comparison with our 
industrialized competitors. As mentioned, Canada recently signed a new trade 
agreement with Chile, giving Canadian exporters substantial advantages over their 
U.S. counterparts. Perhaps even more disturbing, the EU, already the world's larg- 
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est trading bloc, is poised for major expansion in the next few years. The EU has 
secured for its exporters significant advantages in the transition economies of Cen- 
tral and Eastern Europe. As noted, the EU also has begun a process aimed at reach- 
ing a free trade agreement with MERCOSUR and one with Mexico. It has also con- 
cluded a framework agreement with Chile which is expected to lead to a free trade 
agreement by 1999 based on recent reports. 

China has targeted Mexico, Argentina, Brazil, Chile and Venezuela as "strategic 
priorities" in Latin America. China wants to enhance commercial ties and ensure 
that key Latin countries are receptive to its broader global agenda as a rising 
power, both in the WTO and other fora. The Chinese leadership has undertaken an 
unprecedented number of trips to Latin America in the last two years, and Latin 
America is China's second fastest growing export market. 

Japan has undertaken high level efforts throughout Asia and Latin America to 
enhance commercial ties through investment and financial initiatives. The Prime 
Minister of J apan recently visited Latin America seeking closer commercial ties and 
a greater J apanese commercial presence in all respects. 

The consequences of agreements being reached without us are not just theoretical: 
they are quite real. Many U.S. firms are suffering from the competitive disadvan- 
tage caused by preferential agreements that do not include us. Our companies are 
losing export opportunities. Our past efforts to level the playing field will prove fu- 
tile over the long-term if we begin to cede this ground to our competitors. Examples 
abound: 

• A U.S. telecommunications equipment supplier lost significant sales to a Cana- 
dian competitor in part because of an 11% tariff preference favoring Canadian pro- 
ducers. 

• A Massachusetts fabric producer recently lost a $1.8 million sale in Chile to a 
Canadian competitor because of an 11% tariff preference favoring Canadian produc- 
ers. 

• U.S. apple producers are at risk in their Latin American markets due to Chile's 
preferential tariff free, or near tariff-free, access to MERCOSUR, Venezuela, Colom- 
bia, and other South American markets as a result of the FTAs it has negotiated 
(six since 1991). U.S. producers have to absorb the non-preferential tariff cost to 
enter these growing markets. 

• U.S. corn producers are facing competition in Chile from Argentinean producers 
who enjoy a 3.3% tariff preference, which will grow to 11% over time. U .S. corn pro- 
ducers are facing competition in Chile from Argentinean producers who enjoy a tar- 
iff preference. Similarly, U.S. corn producers could lose half their market share in 
Venezuela to Argentina because of Venezuela's relationship with MERCOSUR. 

In the context of negotiating the MERCOSUR customs union, Argentina, Para- 
guay and Uruguay raised their tariff on imported computer products to accommo- 
date Brazil's interests. The net result was that the common external tariff is signifi- 
cantly higher (from zero to 14 percent ad valorem in the case of Argentina, the sec- 
ond largest economy in South America) than the original tariff on these items in 
Argentina and others. 

The United States can only redress these growing trade imbalances by concluding 
similar bilateral and regional agreements, as well as negotiating new multilateral 
agreements that level the trade playing field. But no such agreements are likely as 
long as our trading partners believe that any agreement the President negotiates 
will also have to be separately negotiated with the Congress. 

Fast track, however, is about more than economics. It is about American leader- 
ship. As the President said last week, fast track "is about whether other countries 
will continue to look to the United States to lead to a future of peace and freedom 
and prosperity: about whether the world will be growing together instead of coming 
apart: about whether our economic ties will lead to cultural ties and ties of partner- 
ship, or whether we will be viewed as somehow withdrawn from the world, not in- 
terested in leading it, and therefore, not nearly as influential as we might otherwise 
be for the causes in which we so deeply believe." 

Sidelining ourselves at this critical juncture will have repercussions that will be 
far more than economic. Economic prosperity contributes to economic security, 
which in turn supports democracy and stability. We are at the pinnacle of our influ- 
ence and we should use that influence to shape international economic rules and 
transmit our fundamental values. 
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The Uses of Fast Track 

The absence of fast track does not only mean that we cannot match our competi- 
tors when they enter into preferential trade arrangements. It also prevents us from 
achieving our own goals. There are three major areas of pressing concern which re- 
quire fast track now. 

First, fast track would allow us to complete the built-in agenda of the World 
Trade Organization: that is, conclusion of the major trade negotiations that were de- 
ferred at the end of the Uruguay Round and participation in negotiations mandated 
by the Uruguay Round agreements in areas ranging from rules of origin to services. 
This year, we resume negotiations to expand and improve the government procure- 
ment agreement. Next year, we begin again the negotiations on intellectual property 
rights, followed by agriculture negotiations in 1999, and then services negotiations. 
We seek enhanced access to global markets in these areas, and the stakes are very 
high. The world's government procurement market will be a trillion-dollar market 
over the next decade and bringing more countries into the agreement will be critical. 
Agriculture and services represent another almost $2 trillion market, with agri- 
culture representing $600 billion globally: and services $1.2 trillion. We must have 
fast track authority to enter these various talks or countries will not put meaningful 
offers on the table. 

Second, fast track would enable us to pursue market-opening initiatives in sectors 
where the United States either leads the world or is a powerful competitor, and 
where there is extraordinary potential for growth. A good example of what can be 
achieved in this area is the recently concluded Information Technology Agreement 
(ITA), the United States and 43 other nations agreed to the reduction and eventual 
elimination of tariffs on information technology and electronic products, including 
semiconductors, computers, telecommunications equipment, faxes, phones, and inte- 
grated circuits. This is an extraordinarily favorable agreement for the United 
States, since we are a major exporter of these products and our applicable tariffs 
were already quite low. Because other countries generally maintained substantially 
higher duties, this agreement provides what amounts to a $5 billion tax cut for the 
U.S., money that can be used for research and market development, creating new 
business opportunities and jobs for Americans. 

In fact, the agreement has proven so successful that we already have a consensus 
among our trading partners to pursue an "ITA-II"— in which we are seeking to ex- 
pand the scope of products covered by the agreement, address non-tariff barriers in 
addition to tariff barriers, and increase access to the I nformation Superhighway. 

We also are considering other sectors in which the United States is very competi- 
tive, but in which global barriers tend to be high. In particular, we are focusing on 
trade in chemicals, energy equipment and services, environmental technology and 
services, medical equipment and services, and wood and paper products. Within 
APEC, the United States and its Pacific Rim trading partners are working together 
to identify a number of areas that may be the subject of accelerated market opening 
discussions. Renewal of fast track would show APEC that the United States intends 
to fully take part in the negotiations and conclude key agreements. 

Third, fast track is essential if we are to negotiate more comprehensive market 
access agreements with individual countries, as well as on a regional basis. This Ad- 
ministration, consistent with its predecessors, has identified Chile as a promising 
candidate for a comprehensive trade agreement. Chile appears in all respects to be 
prepared to enter into agreements with us that achieve our economic objectives, as 
well as our goals with respect to labor and the environment. Chile also symbolizes 
our commitment to proceed towards the conclusion of the Free Trade Agreement of 
the Americas (FTAA) by 2005. 

Prior to the pursuit of other specific free-trade arrangements, the Administration 
would clearly define our negotiating objectives and consult closely with Congress. 

The Fast Track Legislation 

Fast Track is about forging an American consensus on trade and negotiating with 
our trading partners from a position of strength and unity. As many members of 
this Committee know, the Administration spent significant time consulting with 
members in both Flouses and of both parties to try to develop a proposal that would 
reflect the views of the American people. The consultations were invaluable in shap- 
ing this proposal, and I thank the members of this Committee and their staffs for 
their significant contribution. 

Let me now turn to the specifics of the President's proposal. 

The proposal first sets out "overall" and "principal" trade negotiating objectives 
for the President. The "overall" objectives call on U.S. negotiators (1) to obtain more 
open, equitable, and reciprocal market access; (2) to obtain the reduction or elimi- 
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nation of barriers and other trade-distorting poiicies and practices that are directiy 
related to trade and reduce market opportunities for U.S. exports or distort U.S. 
trade: (3) to further strengthen the system of international trading disciplines and 
procedures: (4) to foster economic growth, raise living standards, and promote full 
employment in the United States and to enhance the global economy: and (5) to ad- 
dress those aspects of foreign government policies and practices regarding labor, the 
environment, and other matters which are directly related to trade and decrease 
market opportunities for United States exports or distort United States trade. 

The "principal" objectives specify that U.S. negotiators should seek (1) to reduce 
or eliminate trade barriers, and foreign government policies and practices directly 
related to trade that decrease market access for U.S. exports or that distort U.S. 
trade: (2) to reduce foreign government barriers that discriminate against or impose 
unreasonable regulatory barriers on U.S. service providers: (3) to reduce unreason- 
able barriers to U.S. foreign investment: (4) to obtain adequate and effective protec- 
tion for U.S. intellectual property rights and increased access to foreign markets for 
U.S. businesses that rely on intellectual property: (5) to make the proceedings of 
international trade bodies more open to public view: (6) to secure fairer and more 
open conditions of trade for U.S. agricultural products: and (7) to promote through 
multilateral institutions worker rights and sustainable development. 

These objectives and guidance reflect the President's three primary concerns un- 
derlying the proposal. The President has made clear that his first consideration in 
proposing this legislation is the expansion of American trade opportunities abroad 
and the tearing down of barriers impeding U.S. access to foreign markets. However, 
the President also has made clear that we have an obligation to promote the rights 
of workers and the environment. Our commitment to worker rights and the environ- 
ment reflects long-standing, fundamental values of the United States. The proposal’s 
objectives properly balance the need to open markets with the attention these vital 
issues deserve. 

The proposal next provides that the President may enter into certain agreements 
regarding tariffs and implement them by proclamation. For example, the proposal 
would re-establish the President's traditional proclamation authority, under which 
he can reduce U.S. duties up to 50 percent and eliminate duties of 5 percent ad va- 
lorem or less. This authority dates back to 1934. The proposal adds a new provision 
that would allow the President to harmonize or eliminate tariffs in connection with 
reciprocal tariff agreements in particular sectors, as we did in the ITA, as well as 
to carry out reciprocal tariff elimination agreements consistent with WTO rules. 

In order for an agreement to qualify for fast-track treatment under the bill, the 
President must comply with extensive notice and consultation requirements. These 
provisions enable the Congress to set priorities, provide advice, and exercise over- 
sight at all stages of the negotiations. They ensure that Congressional views will 
be reflected both in any final agreement and in the manner in which an agreement 
is carried out. 

The bill expands upon the notice and consultation requirements included in ear- 
lier trade acts. For example, the President must provide notice to Congress before 
initiating negotiations, and he must consult with all congressional committees hav- 
ing jurisdiction over relevant issues. Only by broadening the circle of consultations 
and the Members of Congress included in them will we ensure that the trade agree- 
ments we bring home have broad, bipartisan support— maximizing the benefits fast- 
track procedures are designed to achieve. 

In addition. Members of Congress and their staff are to be named as cleared ad- 
visers with respect to on-going negotiations. These Congressional advisers will be 
apprised of all critical phases of the negotiations, and they will have direct input 
into our strategy and offers. When negotiations near completion, the President must 
notify Congress of his intention to enter into an agreement and, once the agreement 
is signed, the President must describe to Congress how he intends to implement the 
agreement. Finally, thePresident and the Congress are to receive advice on any pro- 
posed agreement from the International T rade Commission. 

To strengthen these provisions, we have added further consultation requirements. 
The bill mandates that, prior to entering into negotiations, the President must de- 
scribe his specific negotiating objectives. The President is required to consult with 
Congress both before and after negotiations begin. In addition, the President is re- 
quired to inform Congress of any other agreements he intends to conclude with the 
country or countries in question in addition to the trade agreement itself. The Presi- 
dent must also state whether the fast track agreement will require additional imple- 
menting legislation that can be enacted only outside the fast track process. 

Moreover, Congress must be satisfied that the President has met his consultation 
obligations. Under the proposal, if Congress finds that the President has not done 
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so, an expedited procedure is available for Congress to withdraw fast track proce- 
dures. 

The proposal also builds on existing provisions to ensure that the public is in- 
formed of trade negotiations and that a mechanism is available for ensuring that 
the public can make its views known to U.S. negotiators. In addition, the proposal 
calls for the President and Congress to receive advice from officially-designated ad- 
visory committees covering the full range of sectors and policy matters, including 
manufactured goods, agricultural products, services, intergovernmental matters, in- 
vestment, intellectual property, labor, and environmental matters. These provisions 
demonstrate the Administration's hope that Americans will not only understand our 
trade agenda, but take an active part in formulating it. 

Under well-established practice, the President collaborates with the Congress in 
drafting fast track implementing legislation. Such legislation is subject to informal 
public hearings and "mark-ups" by all Congressional committees of jurisdiction be- 
fore its introduction. Under the President's proposal, provisions may be included in 
such legislation only if they are necessary or appropriate to implement an agree- 
ment and are related to trade. This language was designed to provide the President 
and Congress with sufficient flexibility to modify domestic law to achieve our trade 
objectives while ensuring that implementing bills will retain their focus on trade 
issues. 

The President's proposal seeks this authority until his term is completed, with the 
possibility for an extension until 2005, subject to disapproval by Congress. This pro- 
vides Congress and the next President the opportunity to ensure that the consensus 
that we hope can be achieved with this fast track proposal endures during the first 
term of the next President. 


Conclusion 

Mr. Chairman, if enacted, the President's proposal would renew more than 60 
years of cooperation between the Congress and the Executive Branch in the negotia- 
tion and implementation of market-opening trade agreements for the benefit of 
American workers and companies. We have had a bipartisan consensus on the im- 
portance of expanding trade for the American economy and creating a trading sys- 
tem as a part of America's leadership for peace and freedom. It is now clearly more 
important than ever that we build a new consensus on the framework for the global 
economy of the 21st century. I am committed to working with the Congress to make 
sure that this legislation receives the full, bipartisan support it deserves and the 
American people expect. 

As the President Clinton said recently: "Walking away from this opportunity will 
not create a single job. No one suggests we should throw up greater barriers in our 
own marketplace. Walking away from this opportunity will only leave inequalities 
in place— inequalities that do not work to the advantage of either American busi- 
nesses or American workers." The world is on a very fast track to the 21st century. 
America must lead in shaping our future. 


Chairman Crane. Thank you, Madam Ambassador, and let me 
open up with a reference to some earlier testimony that we heard. 
The fast track opponents, including the Minority Leader, who testi- 
fied just a few minutes ago, charge that trade agreements threaten 
food safety. Could you respond to the allegations that we are less 
able to protect U.S. citizens from contaminated food under trade 
agreements such as NAFTA and the Uruguay round than we were 
without these agreements? 

Ms. Barshefsky. First of all, Mr. Chairman, issues of food safety 
are not trade issues, they are issues of overall concern to the 
United States. Fludson Foods was not a trade issue, for example. 
The important point here is that our market has always been rel- 
atively open with respect to various foods, particularly fruits and 
vegetables. If we look at vegetables, for example, neither the Uru- 
guay round nor NAFTA reduced U.S. tariffs to any significant ex- 
tent here. But U.S. domestic demand for fruits and vegetables year 
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round has created growth not only in U.S. production, but also in 
i mports. 

As the President recently announced, we intend to ensure that 
our food, which is the safest in the world, continues to be so. He 
has proposed an initiative whereby, first, funding would be in- 
creased for inspection, and second, the Food and Drug Administra- 
tion would be given power akin to our U.S. Agriculture Department 
to stop imports of fruits or vegetables where there was any ques- 
tion of safety and power to prevent those from entering our market. 

But the important point to remember here is that all food, im- 
ported and domestic, is subject to precisely the same standards. 
The only issue is one of inspection, which is a systemic issue. We 
feel this can be cured quite well by the President's initiative. 

Chairman Crane. Thank you. 

A part of winning the fast track battle, it seems to me, will be 
putting together a successful education effort, because there has 
been a lot of misrepresentation as to constitutionally, whether fast 
track is an abdication of congressional responsibility; and we both 
know better than that. But one of the things that concerned me 
was a recent poll that showed your gender being more adamantly 
opposed to trade than ours. Is it that all of the things that come 
into this country in the way of imports are exclusively consumed 
by men? 

Ms. Barshefsky. Let me just say that with respect generally to 
the various data we see in polls, if you look at the underlying ques- 
tion that was often asked, you see that the poll result is very much 
affected by the particular rhetoric used— free trade versus fair 
trade, open trade versus reciprocal trade— and depending on the 
phraseology used, poll results tend to differ quite radically. 

I think all Americans would agree that the growth of our econ- 
omy is the number one priority. This is where economic oppor- 
tunity comes from, and this is where economic advancement comes 
from, this is the legacy we leave to our children. There is no ques- 
tion, no question, that trade now plays an ever important role in 
our own domestic economic growth. 

That is not to say that everyone necessarily shares equally, and 
this is, I think, an issue deserving great attention; but it is to say 
that, overall, this economy's boom and the 13 million new jobs cre- 
ated are due, in very significant part, to exports and trade. 

Chairman Crane. And would you concur that the bulk of Chi- 
nese imports benefit women more than men? 

Madam Ambassador, regarding the section 108 report recently 
submitted by the administration, when do you anticipate being able 
to begin consultations with Congress concerning countries, in addi- 
tion to Chile, that would be appropriate candidates for negotiating 
free trade agreements? 

Ms. Barshefsky. Mr. Chairman, we are always happy to discuss 
with you and Members of the Subcommittee ideas that we may 
have. Certainly there are countries in our own hemisphere, there 
are countries in Asia, and potentially, as well, over time. South Af- 
rica, that probably deserve some consideration; but I think before 
we proceed, we need to look at all of our options, and consider very 
carefully how to move forward. We want to act, and I am sure Con- 
gress agrees, in a prudent and careful manner as we look at, par- 
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ticularly, the question of free trade agreements. We are in no par- 
ticular hurry, and should not be. Instead, thoughtful analysis 
should always be applied. 

Chairman Crane. We are going to be interrupted again by a vote 
shortly, but I just want to inquire, can you stay for us to run over 
and back when we recess. 

Ms. Barshefsky. I certainly can, absolutely. 

Chairman Crane. Please, Mr. Matsui. 

Mr. Matsui. Thank you, Mr. Chairman. 

Thank you very much. Ambassador Barshefsky, for your testi- 
mony and all the work you have been doing on behalf of the effort 
on fast track. I know you met with over 200 Members of the House 
Democrats; we only have 206, so you met with virtually everybody. 
And certainly I believe the President and his entire Cabinet and 
administration have been doing a tremendous job in trying to come 
to some consensus here, and we appreciate it. 

Let me just ask a couple of questions. 

The whole issue of technology has come up. Mr. Visclosky from 
Indiana said that there is a huge wage disparity in this country 
today, and he attributes that to trade. Now, my statistics, or my 
studies, indicate that trade and immigration frankly only account 
for 10 percent of wage disparities, but basically the change in dis- 
parity IS due to education, but most importantly, technology. Could 
you respond to this? 

Ms. Barshefsky. Virtually all of the economic studies, including 
those by the IMF and the World Bank, indicate that technology is 
far and away, the principal contributor to the question of wage dis- 
parity. Trade is viewed almost universally in the economic lit- 
erature as having anywhere from no to only very slight effect. 

I think the maximum projection I have seen, which came fairly 
recently from the IMF, was that, at most, trade might account for 
one-eighth of the disparity, but that the actual number is likely to 
be even smaller. 

Of course, over time, exports tend to shift the locus of job cre- 
ation to higher wage, higher value-added jobs, and in that regard, 
trade is a help to the question of differences in income distribution, 
not the cause of it and not a hindrance to it. 

Mr. Matsui. And getting down to specifics from your discussion, 
in terms of Mexico, it was stated in the prior panel that Mexico has 
a low-wage rate now than it did prior to NAFTA, and that very 
well may be; but it was my understanding in 1995, when the peso 
fell— almost had a free fall— that had a great deal to do with the 
issue of Mexican wages prior to NAFTA and Mexican wages after 
NAFTA. 

And what would your projection be in terms of wages in Mexico 
now, given the fact the peso is reasonably stabilized? 

Ms. Barshefsky. Well, you are quite right. The effect of the peso 
crisis on the Mexican economy was quite devastating, leading to 
the worst economic recession in that country in 60 years. Overall, 
we saw about a 20-percent decline in wages in the country as a 
whole because of the peso crisis. 

Interestingly, the wage fall was less in export sectors, which 
tended to pay more to begin with and which tended to be able to 
ride the economic depression a little bit better than those in occu- 
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pations not related to trade. We have now seen wages going back 
up. I can't give you a projection, except to say the slide was ar- 
rested a number of months ago. 

Wages are now on the increase. Again, in export-related sectors, 
wages are rising more rapidly than the overall wage increase rate. 
There is no question that the peso crisis itself had virtually nothing 
to do with the NAFTA; it was, instead, the product of fiscal and 
other decisions made by the Mexican Government in the 
mideighties. 

Mr. Matsui. Thank you. One last question. 

There is some talk about introducing a piece of legislation that 
would require countries that we are negotiating with just to main- 
tain their labor and environmental standards; and I question what 
the impact of that would be on the United States. We in Sac- 
ramento County, my community, my home district, we live in the 
Central Valley of California, and so we are recessed and we have 
a clean air problem. And we have sought waivers a number of 
times over the last 10 years because we haven't been able to meet 
the attainment standards promulgated by the ERA. 

Would we be in jeopardy should similar language be imposed 
upon the United States? Let's say in our dealings with Chile, we 
said, you have to enforce all of your labor, all of your environ- 
mental standards at the local. State, and Federal level; and it was 
similarly imposed on us? What would your interpretation be if you 
could make an interpretation at this time? 

Ms. Barshefsky. I think it is hard to know precisely the effect 
on the United States or, for example, on Sacramento. I would say 
generally the point of the administration's policy is to ensure three 
things: First, that we can sustain and increase our own economic 
growth, exports, as a principal vehicle in that regard; second, that 
we have means by which to encourage countries to raise their envi- 
ronmental standards to promote policies leading to sustainable de- 
velopment— this is absolutely critical; and third, a means by which 
countries over time will raise their worker standards, their health 
and safety standards, and all of the core labor standards to which 
so many countries claim they subscribe. These are the critical 
goals. 

The goal is not to in any way impinge upon U.S. labor or envi- 
ronmental standards, to call into question congressional right to set 
standards, or the administration's ability to promote and promul- 
gate standards. That is not what these trade agreements are about. 
They are, instead, about seeing the world move up in our direction. 

Mr. Matsui. Thank you very much. Ambassador. 

Chairman Crane. Thank you. 

Mr. Camp. 

Mr. Camp. Thank you, Mr. Chairman. 

Ambassador Barshefsky, I note in the administration's fast track 
proposal, unlike the 1988 act, there is no specific objective in the 
statute regarding dispute settlement; and I am a little concerned 
about the lack of emphasis on that particular area, particularly re- 
garding the concerns surrounding Chile's potential accession to 
NAFTA. 

But I do want to mention that I think it is— I do appreciate the 
recognition of the importance of U.S. agriculture to our trade policy 
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and to our economy as a whole by having a section on agriculture. 

I n reading the administration's bill, it does seem to me that the ne- 
gotiating objective is focused on commodities that we export, and 
I wonder if you could tell me what I could say to farm families that 
are particularly import sensitive to commodities, what fast track 
will do for them? 

Ms. Barshefsky. Let me first make one comment on the dispute 
settlement issue. 

Certainly, it is not our intent that dispute settlement not be the 
subject of negotiation. I think that we envisioned that dispute set- 
tlement would be one of the areas encompassed by what we called 
the "basket category," which was the first principal objective, but 
that is certainly something we are pleased to take a look at. 

On the agriculture issue, you are quite right that we in this ad- 
ministration have a renewed focus on agriculture, the critical im- 
portance to our economy of sustained high levels of agriculture pro- 
duction and, agriculture exports. This is a net income earner for 
the United States. We also know, though, that foreign country bar- 
riers with respect to agriculture are quite problematic. We clearly 
must go after them. 

I do think, though, that we have to be aware of and find a means 
to deal with agricultural areas that are import sensitive here. Obvi- 
ously, the point of trade agreements is to promote overall growth, 
not to try and disadvantage particular sectors in any way. Cer- 
tainly, we are committed to looking at the question of import sen- 
sitivity and trying to devise appropriate means to deal with that. 

Mr. Camp. I appreciate your answer, and I am going to have to 
run and go vote so I would yield back. Thank you. 

Ms. Barshefsky. Thank you. 

Mr. Nussle. There is the microphone. Hi. 

Ms. Barshefsky. Hi. 

Mr. Nussle. Madam Ambassador, my questions are more gen- 
eral. I had an opportunity to listen briefly and then read the Mi- 
nority Leader's arguments about not granting the President fast 
track; and one of his arguments— and other opponents, for that 
matter, argue that the President doesn't need fast track in order 
to conclude the various trade agreements. And he cites that 198 of 
the 200 agreements you cite were done without fast track, and why 
do we ne^ fast track, he doesn't deserve fast track— the President, 
in this instance, he is referring to. 

If you don't have fast track, how are you disadvantaged vis-a-vis 
the negotiations with our trading partners? How will this affect us 
as you maneuver through the negotiations? 

Ms. Barshefsky. Fast track is absolutely critical to the three 
areas that I outlined; that is to say, the agreements that the ad- 
ministration has negotiated for market access, of which we are 
quite proud, tend to be single-issue agreements with single coun- 
tries. For example, apples to j apan— not global agriculture, but ap- 
ples to j apan— citrus to Brazil or auto parts to Korea, all are very 
specific issue-oriented agreements for market access with an indi- 
vidual country. They don't require any change in U.S. law; they are 
very targeted agreements. 

The agenda that we have laid out here, though, is something 
rather different with a degree of complexity far beyond those agree- 
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merits and, of course, envisions negotiations with a multiplicity of 
countries all at the same time, not one country at a time. So with 
respect to the WTO, for which fast track has always been a neces- 
sity— that is to say, in the GATT rounds preceding it as well— we 
are looking at a negotiation on global agricultural trade, and on 
global services trade, covering every aspect of agriculture, every as- 
pect of services, with the world. 

Similarly, on government procurement; similarly, intellectual 
property rights; standards; sanitary and phytosanitary barriers; 
and rules of origin— these are highly complex agreements which 
will also entail changes to U.S. law. 

Likewise, with respect to the information technology agreement 
on the sectorial side, but for the fact that we had residual fast 
track authority from the Uruguay round, we could not have con- 
cluded an information technology agreement. We need a continu- 
ation of that authority, including tariff cutting authority as we look 
at other important sectors of the U.S. economy. 

And last, of course, with respect to other comprehensive agree- 
ments like free trade agreements, fast track has always been a ne- 
cessity, as it was in the United States-I srael agreement, the United 
States-Canada agreement, the NAFTA, and any other agreements 
that might follow. 

Mr. Nussle. How will you handle future trade negotiations with 
regard to labor and environmental issues? It appears that that is 
the sticking point, and no matter what happens in this discussion 
and debate, that will continue to be the sticking point. It is your 
indication from your testimony that those are not trade issues, or 
they are not issues that are part of trade— at least that is my un- 
derstanding of what you said; if that is not what you said, I would 
like you to clarify that and how you will handle them. 

And finally, I would like you to touch on the education process 
for the Nation. I want to compliment you and your staff for your 
assistance, the work that you have been doing on Capitol Hill in 
trying to work with Members. They have come by my office, an- 
swer^ questions, and so forth; I very much appreciated that. But 
I have to say, it is going to be a difficult process, as you know, if 
the President is not even able to convince his own party; and it ap- 
pears from press reports that that has not yet been the case. I 
think there are only two that have come out in favor of it, and that 
is going to be a difficult process if that does not change. 

So I would just like you to touch on those two issues that were 
touched on by the Minority Leader, and finally, the education proc- 
ess for the Nation and for Members of Congress, how that is con- 
tinuing; and I will pass on questions at that point. 

Ms. Barshefsky. With respect to labor and environmental 
issues, these issues are absolutely critical and they do bear a rela- 
tionship to trade. As a commercial matter, that is certainly the 
case at the minimum. The President, even in 1991 and 1992, set 
out three broad goals: Economic growth, including breaking down 
market access barriers; improving global conditions and standards 
with respect to labor rights; and improving environmental protec- 
tion and enhancing sustainable development. Those have always 
been three core goals. 
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The proposal that we put forward deals with all three of those 
goals in the following respect. To the extent labor and environ- 
mental issues are directly related to trade, those can be encom- 
passed in a trade agreement. We can talk about directly related to 
trade, but we can come up, I think, with the range of examples to 
which that might pertain. 

Second, the President, as you know, has executive authority 
stemming from the Constitution to negotiate with foreign parties. 
He intends to do so with respect to labor and environmental issues. 
We have been very active on those issues with individual countries, 
as well as on a global basis in various international forums. We 
have been told by the Chileans that they will sign on to labor and 
environmental agreements subject to civil fines for enforcement, 
and we intend to enter into those agreements with Chile much the 
same way as they recently did with Canada. 

Third, the proposal sets forth certain goals, which we would like 
to achieve in the WTO and in the I LO, I nternational Labor Organi- 
zation, of course, as well as other multilateral forums, like the 
OECD, Organization for Economic Cooperation and Development, 
and UNCTAD, United Nations Conference on Trade and Develop- 
ment. There are a variety of areas where members increasingly un- 
derstand that there is a relationship between trade and the envi- 
ronment, as witnessed by, now, the WTO Committee on Trade and 
the Environment. 

There is a relationship between trade and labor standards. We 
were instrumental in the ILO in developing a Committee on Labor 
and T rade to which the WTO secretariat is a member. 

These are very important issues. Obviously, it is critical, if we 
can, to achieve consensus on them because they also bear upon not 
only fundamental U.S. values, but also upon fundamental U.S. 
competitiveness in an increasingly competitive world. 

Mr. Nussle. My final point about the education process— and I 
would just point out too, I happened to have an opportunity to lis- 
ten to the President's speech earlier to the AFL-CIO, and I have 
to say, it was very disruptive to the vote-counting process up here 
on Capitol Hill. There were a number of Republican colleagues I 
know on our side of the aisle that were very disheartened by the 
partisanship that it appeared to take, and I have to say both in 
educating the public and working the vote up here on Capitol Hill, 
that it is going to be a difficult process if the strategy doesn't make 
some adjustments here in the near future. 

What are you doing, and what can be done, if this process is 
going to be brought to a successful conclusion in what you are ad- 
vocating? 

Ms. Barshefsky. The President has set out his goals. The three 
goals that I have mentioned are his goals. Those were his goals in 
1991, 1992, 1993, 1994, 1995, 1996, and in 1997, and those goals 
will not change. The issue is, how do we best move forward on the 
economic issues, on labor issues, and on environmental issues? 

We believe that under our proposal, the President and the Con- 
gress, can make progress on all three issues simultaneously. There 
are some proposals that would have us make progress on none, si- 
multaneously or otherwise, and obviously, it seems to me that 
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those are nonsensical. This proposal that we have put forward 
would allow for progress to be made on all three. 

That is our intention, and we have confidence at the end of the 
day that will be Congress' intention as well. 

Mr. Nussle. Thank you, Ambassador. 

Ms. Barshefsky. Thank you. 

Chairman Crane. Mr. Rangel. 

Mr. Rangel. Let me join with the many who have complimented 
you for the job that you have been doing for the President and, 
therefore, our Nation in trying to get some consensus on this im- 
portant and politically sensitive issue. I gather that all of the objec- 
tions that people have to fast track, as presented by the President, 
you would agree are relevant and important issues, but not nec- 
essarily related to a trade bill or to fast track; so that doing busi- 
ness with a country that is exploiting its workers or forcing them 
to work in conditions that are far below human standards, while 
it is a threat to a great industrialized nation like ours in terms of 
losing jobs, may be an issue, you would say not an issue that 
should be directly involved with trade. 

The question as to whether or not going into a trade agreement 
with countries will cause us to lose jobs and cause some economic 
pain to individual families and communities, you would say is a 
very, very important issue to the President, but it should not be di- 
rectly involved in a trade bill. 

The fact that these high-paying jobs that result from expanded 
trade are in highly technical areas, there are many communities 
that the kids and the adults know that you are not talking about 
them; the school system doesn't allow them to aspire to these jobs, 
and they are not going to get them. They are not trained for them, 
and you would say this is a very, very important issue and the 
President's concern, but it is not directly related to a trade bill. 

And last, there are people that this period of very, very low un- 
employment and high prosperity that just passed by, communities 
with unemployment from 20, 30, to 35 percent, and of course they 
can't be hurt any more by expanded trade. A lot of them now have 
reached a point that they are unemployable, and in certain commu- 
nities, kids can almost be promised a career in jail rather than a 
career in the private sector; and you would say that these things, 
too, the President is concerned with. And it does involve an impedi- 
ment to our competition with foreign countries, having a million 
and a half people in jail while we are trying to have economic 
growth, but that too is not directly related to trade. 

Then comes the question of education, because in my community, 
fast track is considered to be a transportation issue; and when peo- 
ple talk about it, they talk about losing jobs, they don't talk about 
prosperity and new jobs. How do you deal with education, if not in 
the trade bill? Where, where do we go? Because this is an edu- 
cational process. 

And I trust the President, and I think this is what we are talking 
about. The President is aware of all of these problems and he is 
saying, trust him, don't write things that are unenforceable and 
cause our country not to be able to compete. And so we are out 
there now in the hustings and the valleys and the counties saying. 
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support the President because it means jobs. But you are saying, 
but not in my bill, you won't. 

This bill is for the future; it is not for tomorrow. It is, where does 
America go in the next century? And these are the things that I 
would want to support for my kids and my grandkids, but I also 
have to see, if not in this bill, where the rest of the country would 
be able to say, you bet your life, we trust the President, we are 
working now, we have public works, we have infrastructure, our 
jobs are secure, and we only hope that you can improve that. And 
that is the way it should be. 

But how do we educate the people? But not in a trade bill, you 
don't. Where do you go? What do we do so that everyone would feel 
secure and know that expanded trade is no threat to their job, ex- 
panded prosperity means that they are going to be the beneficiary. 
If not in the fast track, where? 

Ms. Barshefsky. Mr. Rangel, let me say, first of all, that the 
issues that you have raised— that is, job growth, income distribu- 
tion, providing opportunity to those to whom opportunity has been 
limit^, and ensuring that all Americans can benefit from economic 
growth— are critical to the President, and are reflected in many of 
the President's programs. For example, the budget initiative— with 
respect to educational spending, with respect to doubling assistance 
for dislocated workers, with respect to HOPE scholarships, with re- 
spect to pension portability— and a number of other absolutely crit- 
ical issues— addresses the economic concerns that our people may 
have. 

There is no question more should be done and more can be done, 
but let me say, first, that the areas that you have raised are areas 
of concern for the President, and he has been perhaps the most re- 
sponsive President in modern times to attempt to deal with those 
issues in an effective way. 

Second, these issues are critical issues regardless of trade. We 
know with respect— as we were talking earlier on the question of 
wage disparity— that technological change has had the most pro- 
found impact, raising the demand for higher skilled workers, rel- 
ative to lower skilled or undereducated workers. This is obviously 
of concern; that is to say, how to move that lower skilled pool to- 
ward the higher skilled area. 

Education is certainly an important answer, and more critical in 
the longer run. The question is, what can we do in the shorter run 
for those workers who are not able to get into that flow and into 
that stream? In this regard, adjustment assistance programs and 
transitional assistance programs become very, very important. 

As you know, the NAFTA-TAA, Trade Adjustment Assistance 
Programs, are up for reauthorization next year, and I think in this 
context, we need to look at a variety of possible means by which 
to improve economic opportunity for those who are currently least 
advantaged. 

Mr. Rangel. I would just like to conclude by saying, you would 
agree that we have a lot of education to do, because certainly 
America does not feel nearly as secure as you are saying that we 
should, as it relates to job opportunity and job loss as a result of 
fast track; and if not in this bill, I think the President will have 
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to direct himself to the fact that there is a concern, that there is 
compassion, and that there are solutions. 

Chairman Crane. Mr. Shaw. 

Mr. Shaw. Thank you, Mr. Chairman. 

I think a statement that Charlie Rangel just made deserves re- 
peating, that this is not about tomorrow, this is about the future; 
and I think that there is a lot of shortsightedness out there, which 
is exactly what we are talking about. 

The President likes to talk about bridges into the next century; 
in fact, I think sometimes he repeats that slogan too much. But I 
think we are talking about building bridges of trade, and they have 
to be built into the next century if we are going to be able to main- 
tain our position in the world. The world is walking away and leav- 
ing us. 

Madam Ambassador, you made a point of the number of free 
trade agreements that had been signed lately— 20, of which the 
United States is party to none; 35 since NAFTA, of which the 
United States is party to only one. These things are going forward, 
whether the United States likes it or not. What is happening in 
Europe is going to have a profound effect upon trade, and unless 
we can put together a trade agreement in this hemisphere, the rest 
of the world is going to walk away from us. 

Madam Ambassador, someone made reference to a telecommuni- 
cations contract that we lost to the Canadians lately down in Chile 
because they had a free trade agreement with Chile, and we do not. 
Those are American jobs that we are talking about. So free trade 
will produce American jobs; and the high technical jobs, the better 
paying jobs are going to be here in our country. 

I think that all of us have to look at the very structure of our 
government. Politics ends at the ocean's edge— we all like to say 
that, particularly when we are traveling, but I think this is another 
area we need to talk about; and I can think of no finer example 
than that we on the Republican side, the majority of us, are willing 
to give the President fast track authority in negotiating a trade 
agreement. 

With countries that have a parliamentary type of government 
and a Prime Minister from the majority party in that parliament, 
the failure of the President's party or the Prime Minister's party 
to support him on a vote like this would be a vote of no confidence, 
and it would bring down that government and create a need for 
new elections. 

We have got to look at ourselves, and I think— particularly 
speaking to the Members on the other side of the aisle now— they 
have to look at this and see, do they want this to be a vote of no 
confidence in this President, or do they want to be left behind and 
leave it with the Republicans, or it is necessary for us to push this 
thing through? I would hope not. 

And the very reason why we don't have more free trade agree- 
ments at this particular time is simply because the people that we 
would be negotiating with do not have any type of guarantee that 
the U.S. Congress won't take whatever they have put on the table 
and amend it and amend it to death; and those of us who have 
watched what is going on in the Congress for years know that the 
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other body over on the Senate side will fiddle with it if we don't 
have fast track authority. 

So the only way that we can guarantee that whatever is nego- 
tiated will at least be voted on by the Congress is to give the Presi- 
dent fast track authority. 

I have problems with the Mexican agreement. I wish we had 
started with the Chileans, because their economy is much more 
like ours, their environmental laws and labor laws are much more 
like ours. But nonetheless, I think we can see what has happened 
in Mexico; anything that could have gone wrong, did go wrong, 
whether you are talking about corruption or whether you are talk- 
ing about the collapse of the peso. But can you imagine what might 
have happened in Mexico had we not had NAFTA, had we not had 
a free trade agreement with Mexico and the effect that has on the 
border with ill^al immigration coming into this country? 

To me, this is a no-brainer. I mean, we have to give this Presi- 
dent authority to go forward because the President of our country 
does not control matters of trade like the presidents of other coun- 
tries; the Congress does. And the Congress is not giving him any 
authority to negotiate for that Congress; it is simply guaranteeing 
the President and the people we negotiate with that whatever they 
negotiate is going to be voted up or down by the Congress. It is as 
simple as that. 

I can't see why anybody would shy away from this vote, and I 
intend to support fast track, and hopefully, the President will come 
in with a treaty that I can support in the final analysis. But this 
is only the first step. And I think a couple of the Democrat wit- 
nesses that appeared before you. Madam Ambassador, made that 
point, that they were going to have an opportunity then to vote up 
or down on whatever the President negotiates. That is the way our 
system works and that is the way we want it to work. 

Thank you, Mr. Chairman. 

Chairman Crane. Thank you. 

Mr. Ramstad. 

Mr. Ramstad. Thank you, Mr. Chairman. 

Ambassador, let me also commend you for your strong leadership 
on all trade issues and, also, your refreshing straight talk. That is 
a commodity that is in short supply sometimes around here, and 
I admire you for refuting statements from those that would lead us 
to believe that somehow food safety is going to be in jeopardy if we 
pass fast track and so forth. 

The next thing we are going to hear from opponents is that fast 
track will cause hemorrhoids. I have never seen such a campaign 
of disinformation and misinformation in my brief 3-year tenure on 
this panel than with respect to fast track. Hopefully, this will ener- 
gize those who do understand the importance of fast track to the 
macroeconomy, to job creation, to get off their backsides. 

It certainly is not your fault that fast track is in trouble. The si- 
lence of the business community has been deafening on this issue. 
I was talking to two of my colleagues, who are proponents like I 
am and they have not gotten one correspondence from anyone in 
support of fast track. I have gotten three letters. I think everyone 
who recognizes the need for this critical legislation should take the 
message to heart that we need to work harder. 
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I talked to several businesspeople back in my district over the 
weekend. They agree with my friend from Kentucky: This a no- 
brainer. They just assumed people would vote for this because they 
understand how important it is. 

Let me just ask you in that context, Madam Ambassador, you 
state in your testimony that 20 free trade agreements have been 
entered into since fast track authority expired, and which the 
United States has not been a party to any of those agreements. Is 
there any way of quantifying that in terms of the lost opportuni- 
ties, in terms of job creation? Specifically, everyone from the Mid- 
west is interested in the disadvantage to which that puts United 
States products like wheat and grains in the Chilean market, in 
comparison to Mexico and Canada, which have obviously gone 
ahead in negotiating some of those agreements with Chile. 

Please comment on the effect on job creation and the macro- 
economy, and then specifically, wheat and grains. 

Ms. Barshefsky. Certainly we know that our own job creation, 
particularly shifting the locus of that creation to higher wage jobs, 
IS hurt by every export we don't get. Obviously, in order to Keep 
shifting that locus of job creation to higher wage jobs, to keep add- 
ing jobs, we absolutely must embark upon a policy of: Make it here, 
sell it there, which is what fast track, the way we conceive of it, 
is designed to do. 

With respect to the agricultural issues, the failure of the United 
States to be in this array of agreements is particularly damaging 
because many agricultural goods are commodities. The lowest price 
commodity gets the sale. What you have now because of this web 
of free trade agreements within our own hemisphere is, for exam- 
ple, that wheat going into Brazil, our wheat going into Brazil, is 
less competitive with respect to Argentine wheat going into Brazil, 
or our citrus going into Argentina is less competitive than Chilean 
citrus going into Argentina, or our fruits and vegetables going into 
Venezuela are less competitive than Chilean, Brazilian, or Argen- 
tine produce going into Venezuela; and the reason is, with these 
other countries, there are all sorts of preferential trade and pref- 
erential tariff deals to which we are not a party, immediately creat- 
ing, a price advantage in those markets, and disadvantaging our 
exports by the same amount. 

So if you are an importer and you can buy U.S. citrus for 30 and 
you can buy Chilean citrus for 30 minus 15 percent, which would 
you buy? And this is the problem that we now face. 

Mr. Ramstad. I just have one other question. Madam Ambas- 
sador. 

I don't think anybody is making light of specific trade disputes 
and the importance of resolving the trade disputes, but is it not 
true, we had these disputes in the past and now our trade agree- 
ments, really for the first time, give us an internationally recog- 
nized means to resolve these disputes which violate the spirit and 
letter of the agreements that have been made? Doesn't that have 
a lot of value in making a difference in this context? 

Ms. Barshefsky. It absolutely does. If I were to succinctly de- 
scribe administration trade policy, I could do it in two words, ex- 
pansion and enforcement. Fast track has to do with both because, 
of course, any agreements we negotiate under fast track will be 
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fully enforceable. Let me take a minute separately on the enforce- 
ment issue. 

This administration in the last 472 years has brought more than 
70 enforcement actions against our trading partners around the 
world where they have violated rights we acquired under trade 
agreements, or where we believe their implementation of their obli- 
gations has been lax. 

In that connection, we have, I think, very fully utilized and ag- 
gressively utilized WTO dispute settlement as a new means to help 
resolve disputes, not relying solely on U.S. unilateral action on our 
trade laws, but also relying on multilateral dispute settlement. We 
have taken five cases all the way through dispute settlement in the 
WTO; we have won all five. 

That is not to say we will win every case. Certainly we won't, 
any more than one would win every court case one brought; but we 
do think the system seems to function fairly efficiently and fairly 
effectively. 

We are now plaintiffs in 31 WTO dispute settlement cases. We 
are third-party plaintiffs in another 21. We are defendants in 15, 
so this works both ways. We have a very active litigation program 
with respect to the WTO and, in general, a very active enforcement 
program— as the 70 figure shows— with respect to our other trade 
laws under USTR jurisdiction; and of course the 70 does not in- 
clude actions taken under our dumping or countervailing duty law, 
the jurisdiction of which resides with the Commerce Department. 

Mr. Ramstad. Thank you again. Madam Ambassador. Keep the 
faith. I read the last chapter on fast track, and we win, but it is 
going to be tough getting there. 

Chairman Crane. Mr. McNulty. 

Mr. McNulty. Thank you, Mr. Chairman. 

I just have one quick question for the Ambassador; it is a telecom 
question. 

Chile imposes a telecom access surcharge of about 15 cents for 
inbound only international calls. What approaches are you taking 
or will you take in order to ensure that Chile agrees to cease this 
discriminatory practice? 

Ms. Barshefsky. Certainly we will not tolerate discriminatory 
practices in telecommunications trade or otherwise. This is a prac- 
tice that I think can be rectified in part through the WTO tele- 
communications agreement that we have just entered into, to 
which Chile is a party, but more particularly and more directly, 
through a free trade agreement with Chile. 

Mr. McNulty. Thank you. Ambassador. 

Chairman Crane. Ms. Dunn. 

Ms. Dunn. Thank you very much, Mr. Chairman. Ambassador 
Barshefsky, I am very concerned, as Mr. Ramstad was, with the 
opposition we are seeing from some of the union groups; and par- 
ticularly last week, or a few weeks ago in my district, I turned on 
the television set and there was an advertisement on that had the 
speaker saying that she would rather have a fair agreement than 
a fast agreement, and stating that hundreds of thousands of jobs 
had gone to Mexico because of NAFTA, and all sorts of misinforma- 
tion. 
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I would like to have you comment on that sort of thing, and I 
just hope somebody over at the White House is going to pick up the 
phone and say to the AFL-CIO, stop lying to the people in these 
advertisements. Because that doesn't do us any good, those of us 
who are strong supporters of fast track and of the administration's 
position on fast track and of you, and I wonder if you could com- 
ment on this. 

Ms. Barshefsky. I think— I'd simply like to say that passions 
run quite high on this issue, perhaps on both sides. Certainly I 
can't condone misinformation or disinformation from anybody— or 
from those in favor of fast track, from those opposed to fast track. 

I think on any factually based ground, the position that the admin- 
istration has taken far and away is the position that should pre- 
vail, and we would hope that the debate about this issue can be 
conducted on fairer terms. 

Ms. Dunn. Well, I am glad to hear you say that, because it is 
a battle that is— it is like fighting with alligators, and this is seri- 
ous business. And when I hear something like an advertisement 
from the AFL-CIO that says, fast track, has special powers to rush 
through flawed trade deals like NAFTA, stripping Congress of the 
right to fix them— I really believe it is in the best interest of all 
of us to think about a growth-oriented future that must include our 
adapting to a global market, and I really hope that you will just 
pass on to those folks down at the White House that we would like 
to see them be very forceful in criticizing ads like this. I think that 
would be most helpful to us, and it would also prove to us that the 
White House really does want to put its shoulder to the wheel on 
getting fast track passed. Many of us are doing the same thing— 
I know you are, and Mr. Matsui and many of the Democrats are; 
but this sort of interference that creates a lack of understanding, 
that exacerbates misunderstandings that already exist, and that 
leads toward protectionism hurts our cause. 

Thank you very much. Ambassador. 

Chairman Crane. Mr. j efferson. 

Mr. j EFFERSON. Thank you, Mr. Chairman. Good to see you 
again. Ambassador. I wanted to ask a question that in some re- 
spects is related to the one that Mr. Rangel asked, but I will ask 
it under theTAA programs, or the adjustment programs. 

Right now, there are three of these programs that are around— 
one for employees, one for firms, and one for NAFTA-related issues. 
The Trade Adjustment Assistance Programs are what I am talking 
about. The President in the budget agreement asked for— provided 
for the extension of all of these in his budget authority, and actu- 
ally the budget authority was vastly increased, particularly for em- 
ployees, and also for the NAFTA-related jobs, from 30 million in 
NAFTA to 44, from 80 million for employees to 300 million, I be- 
lieve it was. So it is a huge— that is money that is authorized and 
budgeted for. 

However, when the legislation was proposed by the President for 
fast track, it did not include any provision for the— any language 
that related to these programs. It may be that that is a way to deal 
in some respect with the issues raised by Mr. Rangel, to provide 
in the fast track legislation that where these agreements are 
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struck, the provisions are going to be made for the Trade Adjust- 
ment Assistance issues. 

Right now, it is provided for in NAFTA, which is a trade agree- 
ment. I understand this is not a trade agreement, but it is a proce- 
dural device that leads to one, and the issue is whether there is 
some incongruency in providing language such as that in the fast 
track legislation, as a guide as you deal with these agreements, as 
a way of attempting to respond to the issues that Mr. Rangel has 
raised. 

Ms. Barshefsky. Certainly, Mr. J efferson, we wish to work with 
Congress on these issues, and as you might know, the President is 
very concerned that these adjustment programs of various types, of 
which there are a whole range, operate effectively and efficiently 
and get benefits and retraining quickly to people who need them. 

One of the Labor Department's particular programs for dis- 
located workers has worked very, very well; that is to say that 
worker turnaround into new jobs is very rapid, at 95 percent of 
previous salary, which is very significant. In other words, workers 
are not going to poorer jobs than the jobs that were lost. 

But not all of the adjustment programs tend to work as effi- 
ciently or as well as that, and as part of our review overall of these 
programs, Alexis Herman, the Secretary of Labor, is looking at how 
to reorient and restructure these programs so they all work as ef- 
fectively as the one I have just mentioned. 

We would like to work with you on the range of issues, with Mr. 
Rangel and others on the Subcommittee, because these are critical 
issues to the President and to the country, and the manner in 
which we deal with them, and the timing is certainly something 
that we need to discuss. 

Mr. J EFFERSON. I think they need to be discussed quite closely, 
and I also think that they do have a place in our trade policy, and 
therefore, it might prevent a ripe opportunity, it seems to me, for 
responding to some of the issues that have been raised, particularly 
by Mr. Rangel and perhaps by others. 

The other issue I would like to talk about is whether this provi- 
sion that you have for the determination of the fast track authority 
and the option for extension upon this, unless there is disapproval, 
is this congruent with the provisions in the prior fast track legisla- 
tion, or is this a new feature? 

Ms. Barshefsky. It is fairly consistent. Prior fast track legisla- 
tion has often been authorized for a term, with the possibility of 
an additional term, unless there is disapproval. So we follow^ a 
similar pattern, for example, that was in the 1988 act. 

Mr. J EFFERSON. I n the 1991 act, it wasn't a feature of it? 

Ms. Barshefsky. Yes, I believe it had been a feature of the 1988 
act, which allowed the 1988 act to be extended, and extended again 
to finish the Uruguay round. 

Mr. J EFFERSON. I See. OK. 

The last thing is with respect to enforcement actions, the— no, let 
me ask another one. I think I will let the other answer stand on 
that, the one that someone else asked. 

The business about the restrictions, there is some suggestion 
that this fast track legislative proposal limits the President's au- 
thority more than previous fast track agreements, particularly with 
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respect to issues on worker rights and environment. How do you 
judge that? 

Ms. Barshefsky. No, this agreement does not alter the way in 
which this President can negotiate trade agreements, or in any way 
differs from the way in which fast track has traditionally been used 
by Presidents, both Democratic and Republican. 

Mr. J EFFERSON. So Where do they get the notion that it is more 
restrictive? 

Ms. Barshefsky. This goes back to the issues, I suspect, gen- 
erally on labor and environment— perhaps on other matters. But 
we believe that our proposal allows the President to bring back the 
kinds of agreements that traditionally have come back under fast 
track authority. His authority to negotiate with respect to labor 
and environmental issues is in no way, impinged upon or lessened 
by this bill— in no way. 

Mr. J EFFERSON. So the argument is about whether there is posi- 
tive language that says these things must be, as opposed to a limi- 
tations authority to engage in them, should he or his administra- 
tions desire to. 

Ms. Barshefsky. This bill we have put forward allows the Presi- 
dent to proceed on all three bases— economic, labor, environment— 
simultaneously. There is nothing in the bill that interferes with his 
ability to do that, and of course his intent is to do that. 

Mr. J EFFERSON. Thank you. Madam Ambassador. 

Chairman Crane. Mr. Herger. 

Mr. Herger. Thank you very much, Mr. Chairman, and thank 
you. Madam Ambassador. And I thank you for the work you have 
done, attempting to bring down the trade barriers of our trading 
partners. 

But as you know, many Members of this Subcommittee have 
been working very hard to have specific language pertaining to ag- 
riculture included in the fast track legislation. Our concerns stem 
from the fact that many of our Nation's agriculture groups have not 
always been encouraged by the results of existing agreements. The 
U.S.-EU canned fruit accord is one example. That agreement has 
been violated in virtually every year since it was first negotiated. 

As part of our review of the U.S. negotiating needs, shouldn't we 
be looking closer at how better to enforce the trade agreements we 
already have in order to ensure that the interests of the U.S. in- 
dustry are adequately protected? 

Ms. Barshefsky. First, let me say that the administration's bill 
has put forward a very strong agriculture negotiating objective, 
which includes not only reference to the importance of getting 
down these sanitary and phytosanitary barriers to trade, where 
those barriers are based on phony science, but also for the very 
first time talks about bringing down barriers with respect to ge- 
netically modified organisms, that is, biotechnology, which is be- 
coming increasingly important to our corn and wheat producers 
and others in our agricultural community. This is a very big and 
important issue for the United States. 

Certainly we have got to enforce existing agreements, or there is 
no credibility in what we negotiate or bring back; and in response 
to an earlier question, we have been more active on enforcement, 
I believe, than any previous administration. 
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The canned fruit issue is one that is particularly troubling, be- 
cause European violation has gone on for some time. We have 
taken, and I have taken, a particular interest in this issue— I don't 
like these lingering issues— and we are now in the process of re- 
viewing a very large bunch of material given to us by the EU with 
respect to the way in which EU subsidies may flow to Greece, 
which is the principal offender of this agreement. We are in con- 
sultation with the industry and with the lawyers to determine if 
we might be able to bring a successful WTO challenge and end this 
matter once and for all. 

Mr. Merger. J ust as a followup to that. Are there any time peri- 
ods that we feel that we need to be setting up, again in order to 
enforce these agreements that we already have? And I do appre- 
ciate that the administration has placed agriculture in this, and I 
want to thank you for that. 

Ms. Barshefsky. My policy is simply to proceed as expeditiously 
as possible. We have, I think, pursued this canned fruit issue and 
will continue to pursue it very vigorously. We have to move quickly 
on these issues of violation, and we have tried to do so here. 

Mr. Merger. I want to encourage you to continue doing that, and 
I do thank you for that. 

I also have another concern that, as the President is working to 
achieve the power to enter into new trade agreements, the adminis- 
tration is agreeing to deals that place the United States at a dis- 
advantage. Specifically, I am referring to the Montreal Protocol 
amendment and its new phaseout period for methyl bromide. By 
requiring a U.S. phaseout by 2001 and by allowing less developed 
countries free use until 2015, this protocol puts U.S. producers at 
a marked disadvantage in international markets, which require fu- 
migation by this compound. 

Ambassador, how do you and your staff plan to address issues of 
this nature, which place the U.S. producers at a competitive dis- 
advantage. 

Ms. Barshefsky. Let me say that I am not sure that I agree 
with the premise of your question on this. 

There is a new phaseout schedule for methyl bromide for a phase 
down beginning in 1999 by OECD countries and a total phaseout 
by 2005. Developing countries are on a somewhat longer period, 
but they also have obligations here. I think, most important from 
the point of view of the agriculture community here, is that there 
are two very important exceptions to this. One is the exception for 
quarantine and preshipment use for any crop, for example, J apan's 
requirements that imported apples be stored in methyl bromide. So 
there is one exception for that. 

There is also a critical use exception. This is very important to 
agriculture, and the administration has promised to provide this, 
should the need arise. So this should certainly mitigate quite sub- 
stantially any adverse competitive impact, while at the same time, 
protect the environment. 

Mr. Merger. Well, I thank you. 

Again, I want to make you aware, as I am sure you are, the agri- 
culture community is very concerned about this issue. There is not 
really another alternative to methyl bromide at this time, and their 
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big concern is that they can't use it and the countries right next 
door are able to. 

Thank you, Mr. Chairman. 

Chairman Crane. Surely. And we want to thank you. 

Mr. Levin. Mr. Chairman. 

Chairman Crane. Yes. 

Mr. Levin. Could I just have 2 or 3 minutes before we go? 

Chairman Crane. Well, we are down to about 5 minutes. 

Mr. Levin. How much time is there, 8 or 9? 

Chairman Crane. Five-and-a-half minutes. 

Mr. Levin. Let me just take 1 or 2 then. 

Chairman Crane. Quickly. 

Mr. Levin. I just want to say to the Ambassador, welcome; and 
I think you have helped to clarify the issue in one sense when you 
say that "Fast track sends," and I am quoting, "a strong signal to 
our trading partners. It tells them when the President negotiates 
a trade agreement, he has the confidence of the Congress behind 
him." And that is the issue, where the President and the adminis- 
tration stand. 

And I just want to mention, as we have discussed over 3 or 4 
months, what is really the burning issue here. There has been a 
changing trend in trade, more and more of it is with low wage, 
tightly controlled economies; and the question is, what is the im- 
pact of that? It is now up to 45 percent of our imports into the 
United States. 

And what your answers today really say— I will just sum them 
up. I n one sense, you minimize it. The studies show trade has zero- 
to-slight impact. I think this is wrong. If you think it has slight or 
no impact, simply say that. Say it publicly and we will argue about 
it, but there are other studies that show that that is increasingly 
untrue. 

There is also the issue of whether it is trade related or not— and 
by the way, "trade related" wasn't in the language of previous fast 
tracks, so this is more restrictive. And the question is, when a low- 
wage country keeps its markets, its labor markets controlled, is 
that a trade distortion? And you need to say yes or no. 

You have also said, well, we will work at it elsewhere, the ILO 
and the WTO, even though you have had little or no success in 
doing so, and you raised the hackles of some of my colleagues on 
the other side of the aisle who say, we are going to turn this over 
to the WTO. 

And then you say, "It is academic," or Mr. Matsui has, because 
what you are interested in is other things, and you spell them out. 
And there is no disagreement here about fast track for services 
through WTO, there is no disagreement over telecommunications. 
There wouldn't even be disagreement, I think, over Chile. 

Chairman Crane. Excuse me for interrupting you. We are down 
to 3 minutes. 

Mr. Levin. I will finish in 30 seconds. 

So the question is— and you don't have time to answer it— if we 
limited fast track to those, would it be satisfactory? And I think the 
answer is no, because you want fast track for larger negotiations 
that strike this issue of our relationships with low wage, tightly 



57 


controlled economies. That is what is the spark in this, and we 
need, in this country, to face up to it now, not 5 years from now. 

Ms. Barshefsky. May I make one quick comment. 

Chairman Crane. One quickie. 

Ms. Barshefsky. OK. I think what I said with respect to wage 
disparity is that the studies show anything from very slight impact 
to perhaps one-eighth the difference in the disparity. 

Second, 47 percent of our exports go to low-wage countries, a 
270-percent increase, less than half that increase to the developed 
world. We all know where the growth markets are. 

Third, with respect to our imports of goods from low-wage coun- 
tries, we find that something less than 4 percent of U.S. spending 
is spent on goods from developing countries that are nonoil, non- 
petroleum goods, and that that number, as a percent of U.S. spend- 
ing, has remained almost constant for a decade. I am not saying 
that the points you are making aren't very important and that we 
don't have to look very carefully at the question of trade with low- 
wage countries. I am simply saying that we have to look at the 
total picture, which is also the importance of those markets to our 
economic growth, and the fact that as those countries get richer 
through trade, their wages will rise, as seen in Korea and Taiwan, 
and greater prosperity can be had across the board. 

Chairman Crane. Thank you. We are down to 1 minute. 

Mr. Levin. You and I run fast. 

Chairman Crane. Well, you may be a sprinter. 

Thank you so much, Charlene, for your testimony, and we look 
forward to working closely with you on this. 

And the Subcommittee will stand in recess until 1 p.m. 

[Whereupon, at 12:23 p.m., the Subcommittee recessed, to recon- 
vene at 1 p.m.] 

Chairman Crane. The Subcommittee will now reconvene and 
welcome before us J oe Gorman, chief executive officer for TRW and 
general chairman for America Leads on Trade. 

Joe, please proceed, and let me remind you that your written 
statement will be inserted in the record and so if you could make 
an oral presentation within roughly 5 minutes before our next 
interruption with a recorded vote, that would be very good. 

STATEMENT OF JOSEPH GORMAN, CHAIRMAN AND CHIEF 

EXECUTIVE OFFICER, TRW, INC.; ON BEHALF OF AMERICA 

LEADS ON TRADE 

Mr. Gorman. Thank you very much, Mr. Chairman, and Mem- 
bers of the Subcommittee. I am appearing today on behalf, as was 
mentioned, of America Leads on Trade, which is a national broad- 
based coalition of businesses, farmers, and consumers supporting 
congressional renewal of the President's trade negotiating author- 
ity. The coalition is comprised of more than 500 companies, associa- 
tions, small- and medium-sized businesses, organizations, and indi- 
viduals. 

I appreciate very much the opportunity to be here today and tes- 
tify in support of fast track authority. I had prepared remarks for 
this 5 minutes or so, but it turns out that during the course of the 
testimony this morning, every key point contained in my remarks 
was, in fact, made and made well. So allow me simply to stress 
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three or four key points and then I will be happy to respond to 
whatever questions you might have. 

This really is about leadership, the leadership of America, the 
leadership of the United States leading our global trading system 
to a better future. It is about opening markets and it is about lead- 
ing the world toward the opening of markets. Indeed, not to grant 
the President this fast track authority would be to abdicate that 
leadership role. We dare not do that. We must not do that. For the 
absence of fast track is truly tantamount to abdication. This is not 
a nice to have kind of provision. It is a must-have provision. 

Second, let me make the point that this is not being done simply 
to favor big business, not by a long shot. This is for economic 
growth for all of our people. Let's talk 1 minute about small busi- 
ness, for example. 

TRW has over 5,000 suppliers, small and large businesses, who 
supply us parts that often get exported, so they are in the export 
business, as we are in the export business. Th^ are in the global 
community as we are. They simply don't do it directly. They do it 
indirectly. So the fact that large businesses are involved more in 
trade, international trade particularly than small business does not 
mean that this opening of markets is any less important to the 
small business. Indeed, the opportunities, as was said earlier, are 
far larger outside the United States for economic growth than in- 
side the U nited States. 

A couple of statistics in support. During the last 10-year period, 
the U.S. grew about 26 percent. Europe grew about the same, 26 
percent. J apan, 33 percent. Yet the emerging, developing countries 
in Asia grew a whopping 109 percent. Those kinds of numbers are 
illustrative of what we are talking about. The World Bank tells us 
that growth outside the United States will be twice that of growth 
within the United States over the next 10 years. 

Another point. There will be trade agreements with or without 
U.S. participation. And, indeed, they will be without U.S. participa- 
tion if we do not give the President this authority. So it is a ques- 
tion of our leading and helping to shape the future or our being left 
out of the process. 

Finally, I would say that on the labor and environmental front, 
of course it is important to deal with labor issues on a global scale, 
bilaterally and multilaterally. Of course it is important to be con- 
cerned with the environment. We are and we expect all countries 
to be. But unless those issues are directly related to a trade issue, 
they should be dealt with separately on their own merits and, in- 
deed, we have the multilateral mechanisms in place to do that. 

So in closing, I would simply urge this Subcommittee and all 
Members of Congress to, in partnership with the administration, 
arrive quickly at some compromise language that all can support. 
Certainly our coalition is out there working hard now in support 
of this authority. And I am astonished by a couple of the comments 
that I heard from Subcommittee Members today as to the absence 
of the business community being involved. The fact is we made 
over 250 visits to congressional representatives during the month 
of September alone, we are out there in nearly every congressional 
district meeting with people. We are running ads on television and 
in print and we have got grassroots movements under way. We in- 
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tend to help the advocates of fast track authority win this battle 
and we are prepared to do whatever it takes to do so. 

Thank you. 

[The prepared statement and attachment follow:] 

statement of J oseph Gorman, Chairman and Chief Executive Officer, TRW, 

I nc.; on Behalf of America Leads on T rade 

Introduction 

Mr. Chairman and members of the subcommittee, I am J oseph Gorman, Chair- 
man and Chief Executive Officer of TRW Inc. and General Chairman of America 
Leads on Trade. TRW is a Cleveland-based manufacturing and service company that 
provides products and services with a high technology or engineering content to the 
automotive, space and defense, and systems integration markets. We currently oper- 
ate in 27 countries around the world and employ about 68,000 men and women, in- 
cluding about 38,000 in the United States. I am appearing today on behalf of Amer- 
ica Leads on Trade, a national, broad-based coalition of businesses, farmers and con- 
sumers supporting Congressional renewal of the President's trade n^otiating au- 
thority. This coalition is comprised of more than 500 companies, associations, small 
and medium-sized businesses, organizations and individuals. I appreciate this op- 
portunity to speak with you today about the importance of fast track for our nation. 

My point today is simple: the United States must continue its aggressive pursuit 
of trade agreements to ensure that markets around the world are open to American 
companies, workers and farmers. International trade is, more than ever, critical for 
the well-being of the U.S. economy. To keep a strong and growing economy, to ex- 
pand opportunities for all Americans, and to increase our standard of living, we 
have no choice— we must comp&e and win in the global economy. Fast track is a 
critical tool for our success. 

Continued U.S. leadership in world trade negotiations has become particularly im- 
portant because other countries are moving forward without us. But they are look- 
ing out for their own interests— not ours. Now more than ever, the United States 
must be at the head of the table to make sure that the new trade agreements that 
are being reached are fair and allow our companies, workers and farmers to compete 
fairly around the world. 

To Win in the Global Economy, the United States Must Reach New Trade 

Agreements 

Over the past few decades, successive Congresses and Administrations have made 
significant and admirable progress in breaking down foreign trade barriers, benefit- 
ting our companies, workers, farmers and the country as a whole. Flowever, the 
ever-changing global economy continually presents new opportunities and chal- 
lenges. We must reach out for these opportunities and meet these challenges. In 
order to do so, the United States must continue to pursue trade liberalization, espe- 
cially through new international agreements. If we are not in the vanguard we risk 
falling behind other countries that are pursuing their own agendas. 

I nternational trade agreements are needed to open foreign markets for American 
companies, workers and farmers. 

The United States has been the leader in working for open markets because we 
know that with our market the most open in the world, and with our companies, 
workers and farmers the world’s most competitive, we have the most to gain from 
removing foreign barriers to our goods and services through trade agreements and 
the most to lose if such barriers persist. 

Flowever, despite recent trade agreements and improvements in world trade rules, 
foreign barriers remain and new ones may always be erected. Many countries still 
impose significant tariffs on our exports. In an increasingly competitive global econ- 
omy, these small taxes can make the difference between success and failure in for- 
eign markets. Moreover, as tariffs and traditional non-tariff barriers to our goods 
and services exports have fallen, new problems have emerged. For example, inad- 
equate intellectual property protection, investment restrictions, customs and other 
administrative problems and standards-related barriers have emerged as major 
problems for U.S. exporters. Our agricultural exports continue to face a range of tar- 
iff and non-tariff barriers. Recent agreements have gone part of the way toward re- 
solving some of these problems but more progress is needed multilaterally, region- 
ally, bilaterally and sectorally. 
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/ f the Uni ted S tates is not at the tabie it can 't play and i t can t win. 

If the United States does not lead in opening up markets and expanding global 
commerce in ways that are fair to our companies, workers and farmers, no one else 
will. For example, the WTO telecommunications agreement was reached in Feb- 
ruary only after U.S. negotiators refused to accept an agreement in 1996 because 
it was too weak. They fought hard for, and won, a better deal. It was only through 
U.S. leadership that a truly good agreement was reached, one that will open signifi- 
cant new opportunities for our companies and workers. We cannot hope to lead in 
the absence of fast track authority, and we dare not abdicate our leadership position 
on trade and foreign direct investment. For to do so will surely relegate the United 
States to second-class standing on such matters. Such a result should be viewed as 
wholly unacc^table. 

The world is not waiting for us; the last several years have seen an increasing 
flurry of trade negotiations and trade arrangements around the world. Our competi- 
tors are moving toward new trade arrangements to open markets only for their own 
products and services, to benefit their companies, workers and farmers. For exam- 
ple: 

• Mercosur, comprised of Argentina, Brazil, Uruguay and Paraguay, is imple- 
menting a common market. 

• Mercosur now has association agreements with Chile and Bolivia, is expected 
to reach a trade agreement with Mexico next year, and may reach association agree- 
ments with Canada, Peru, Venezuela and other countries in the future. 

• The Andean Community, consisting of Bolivia, Colombia, Ecuador and Ven- 
ezuela, is establishing a free trade area. 

• Mercosur and the Andean Community are discussing a free trade arrangement. 

• Chile has trade agreements with Mexico, Canada, Ecuador, Venezuela, Colom- 
bia and Bolivia. 

• Mexico has trade agreements with several Latin American countries and is pur- 
suing others. 

• Latin American nations have a web of other free trade agreements as well as 
bilateral arrangements that are the precursors of future free trade agreements. 

• There has been discussion of a Mercosur-ASEAN free trade area. 

• J apan and China are enhancing their commercial ties in Latin America. 

• Southeast Asian countries (ASEAN members) are implementing a free trade 
area. 

• South Asian nations plan to create a free trade area by 2001. 

• Several countries, mainly in Central Europe, are negotiating entry into the EU. 

• Central European nations are pursuing a free trade agreement. 

The attached Wall Street J ournal article (September 18, 1997) discusses inroads 
that the European Union (EU) has been making in Latin America. Mercosur coun- 
tries import more from the EU than from the United States, and EU trade with 
these countries is rising more quickly than U.S. trade. In the words of Peter Guil- 
ford, an EU trade spokesman, "it can all be summed up quite simply: we are stomp- 
ing all over their backyard." In an effort to expand this trade, the EU is now pursu- 
ing its own trade agreements with Latin American nations. It expects to conclude 
reciprocal trade agreements with Chile and with Mercosur and has initiated talks 
with Mexico toward a comprehensive trade agreement. 

If we stay on the sidelines as other countries reach their own agreements, U.S. 
companies, workers and farmers will lose out. For example, while our exports to 
Latin American countries still face significant tariffs and other trade barriers, trade 
among many Latin American countries (as well as between Canada and these coun- 
tries) is becoming more open due to their own trade agreements. As a result, U.S. 
companies now find it harder to compete in Latin American countries against prod- 
ucts from those countries' free trade partners. Because of the Canada-Chile trade 
agreement, Canada's Northern Telecom recently beat out U.S. companies to win a 
Chilean contract for $200 million of telecommunications equipment. A U.S. company 
would have to pay an 11 percent tariff; the Canadian company does not. Similarly, 
Quaker Fabric Company of Fall River, Massachusetts— a $200 million a year cor- 
poration with 1,750 employees— recently lost a bid for a $1.8 million a year account 
in Chile to a competitor from Mexico solely because of the tariff that Quaker, but 
not its competitor, would have to pay. 

Moreover, local content requirements and rules of origin in other countries' trade 
agreements provide incentives not to purchase U.S. inputs. For example, in order 
to meet the local content requirements of Mercosur and benefit from its tariff elimi- 
nation, companies from around the world that produce goods in Mercosur member 
states will have to source more of their parts and components from Mercosur coun- 
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tries, cutting down on purchases from U.S. suppiiers. The end resuit: a ioss for the 
U.S. economy and U.S. workers. 

It's aiso important to recognize that other countries' trade agreements usuaiiy do 
not iive up to the high standards of iiberaiization, transparency and fairness de- 
manded by the United States in its trade agreements. As more and more trade 
agreements are reached that exciudethe United States, other countries wiii increas- 
ingiy be writing the ruies of the game, making it difficuit for the United States to 
negotiate good agreements in the future. 

In order to ensure that our trading partners don't impiement agreements and re- 
gimes detrimentai to our interests and that future progress in expanding giobai 
trade is not compromised, we must remain engaged and maintain the ieadership 
role we have exercised so successfully these many years. This is not a burden for 
the United States. It is an unparalleled opportunity to shape the world's economic 
relationships in our interests. 

Fast track is a critical tool for reaching nsA/ trade agreements. 

For more than twenty years. Presidents Nixon, Ford, Carter, Reagan, Bush and 
Clinton all used the fast track process established by Congress to break open foreign 
markets for U.S. products and services. Expanding trade has always been, and 
should still be, a bipartisan issue— both sides of the aisle are in favor of expanding 
economic growth and creating jobs. 

The reasons for fast track today are even more compelling than they were in the 
past. In the past, fast track authority was enacted in the context of an existing or 
contemplated major trade negotiation. Things have changed— important trade nego- 
tiations no longer wait for U.S. leadership, and other countries are reaching their 
own agreements without us. In addition, agreements are being negotiated in a broad 
range of contexts— multilaterally, regionally, bilaterally and sectorally. If fast track 
procedures are not reauthorized, our trade negotiators will not be able to pursue ef- 
fectively negotiations that are ongoing or on the immediate horizon, such as multi- 
lateral negotiations on rules of origin, agriculture, services, government procure- 
ment and intellectual property in the WTO; regional negotiations in Latin America 
and the Asia-Pacific region; bilateral negotiations, such as those with Chile; and sec- 
toral negotiations, such as those to follow up on the recent Information Technology 
Agreement. Our trade negotiators will also not be able to take advantage of targets 
of opportunity that may arise. If we can't continue tearing down foreign trade bar- 
riers, our companies, workers and farmers will suffer. 

The members of America Leads on Trade view fast track as guaranteeing a part- 
nership between Congress and the President in the trade arena. Future fast track 
authority should include, as it has in the past, very specific requirements for con- 
sultations between the President and Congress before, during, and after negotia- 
tions. Putting these consultation requirements into law is critical for strengthening 
the Congressional-Presidential trade partnership. Fast track should also continue to 
ensure an effective partnership between the government and the private sector by 
requiring consultations with the advisory committees that represent business, farm- 
ers, consumers, labor and environmental groups. 

Some fast track critics have argued that recent trade agreements reached without 
fast track demonstrate that fast track is not necessary. This is just wrong. Not a 
single trade agreement requiring Congressional action— the type of agreements that 
are at issue in the fast track debate— has been concluded over the last twenty years 
without fast track. Virtually every major trade agreement in the works will require 
Congressional action; that is why fast track is needed. 

Success in the Global Economy is Critical for the American Economy and 
Companies, Workers and Farmers 

The United States must lead in promoting trade liberalization around the world 
because the U.S. economy has become internationalized. We can't hide from the re- 
ality of globalization, and we can't afford to turn our backs on the opportunities it 
presents. The United States is the strongest country in the world economically, po- 
litically and militarily. Flowever, we cannot maintain that strength if we do not con- 
tinue to engage fully the world outside our borders. 

The giobai economy is real, and theUnited States is part of it 

International trade is increasingly important for the world as a whole. Since 1990, 
the amount of trade around the world has grown an average of six percent a year. 
This is six times as fast as world GDP has grown, and four times as fast as world 
merchandise production has grown. 
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And the world at large Is more Important to the U.S. economy than ever before. 
We remain the world's largest exporter— our total exports were $849 billion ($612 
billion of goods and $237 billion of services) In 1996. Total trade— Imports plus ex- 
ports— accounted for over $1.8 trillion In business activity, equal In magnitude to 
nearly 24 percent of the size of the U.S. economy as a whole. Over 95 percent of 
the world's consumers— 5.5 billion people— live outside the United States, and the 
world's fastest-growing and most promising new markets are spread across the 
globe. There's no way we can have a bright future as a nation If we don't actively 
pursue these foreign customers and markets. 

Trade is good for our economy, good for business, good for workers, good for farmers 
and good for consumers. 

American companies, workers and farmers have worked hard to compete and win 
In the global economy, and we have seen the positive results. U.S. exports continue 
to rise at an Impressive pace— In 1996, exports were up 6.8 percent from the year 
before. These exports are the engine driving economic growth and job creation In 
the United States. Export growth has accounted for about one-third of the nation's 
overall economic growth over the past ten years, and export growth continues to 
outpace the growth of the economy as a whole. In 1996, exports of goods and serv- 
ices rose by 6.5 percent In real terms, compared to a 2.4 percent Increase In real 
GDP. 

I have heard a lot of talk that trade Is good only for big companies. This Is just 
not the case. First of all, a lot of small and medium sized companies are active ex- 
porters. I n 1992 (the latest available data) companies employing fewer than 500 em- 
ployees exported $103 billion In goods, about 29% of U.S. goods exports. But just 
as Important, many small and medium-sized companies supply large companies 
with products and services that are used In the production of the large companies' 
exports. Big companies recognize that smaller companies are the backbone of their 
business— big companies need smaller companies to survive, and vice versa. Trade 
benefits all In the supply chain. 

Trade Is clearly good for the economy and for our companies. But just as Impor- 
tant, It's good for American workers. Well over 11 million U.S. jobs are supported 
by exports. Export-related jobs accounted for 1 out of every 8 net jobs created In 
the United States between 1992 and 1996. Exports account for about 1 In 10 civilian 
jobs In the nation and about 1 In 5 manufacturing jobs. 

Export-related jobs are also higher-wage jobs. Export-supported jobs typically pay 
13 percent more than the average U.S. wage. The premium Is even more striking 
If you look at the core of export-supported jobs— those directly supported by goods 
exports. These jobs pay, on average, 20 percent more than the average U.S. wage. 
And a lot of our export growth Is In hIgh-wage, high-tech sectors. These are clearly 
the types of jobs we want to promote for this and future generations. 

Exports are particularly Important for the nation's farmers— our agricultural sec- 
tor Is more than twice as reliant on foreign trade as the U.S. economy as a whole. 
U.S. agriculture exports hit a record $60 billion In 1996, up over 7 percent from 
1995 and more than 50 percent from 1990. These exports support almost one million 
American jobs. One out of every three farm acres In America, and 50 percent of our 
wheat acres, 57 percent of our rice acres and 37 percent of our soybean acres, are 
dedicated to exports. Last year, U.S. agriculture had a trade surplus of over $28 bil- 
lion— the largest ever. 

Trade also has a tremendous beneficial ripple effect In separate communities 
throughout the entire U.S. economy. As 1 mentioned, trade benefits suppliers, espe- 
cially small and medium-sized companies. Trade also benefits numerous service pro- 
viders, such as Insurance companies and banks that finance exporting companies' 
activities. The benefits flow throughout the local community, to the restaurants, 
stores and other establishments near the facilities of exporters and their suppliers. 

Let's not forget that Imports are also Important to maintaining a vibrant, competi- 
tive economy and high standards of living. Imports give consumers a greater choice 
of goods and services, including those not available domestically. They create jobs 
in areas such as retailing, distribution, ports and transportation. Imports allow U.S. 
companies and workers to use the best technology and components from around the 
world, increasing their productivity and competitiveness and therefore leading to 
higher wages and creation of more U.S. jobs. Moreover, imports encourage competi- 
tion and innovation. 
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I nternational investment is aiso a crudai part of competing and winning in the glob- 
al economy. 

In order to seize the opportunities presented by the giobai economy, companies 
must be abie to invest in other countries when this makes sense for their busi- 
nesses. And this investment creates new markets and customers for U.S. companies 
and their workers and boosts the U.S. economy. 

One of the primary goais of foreign investment is the desire to serve businesses 
and consumers in the country in which the investment occurs. In 1994 (the latest 
available data), about 67 percent of total sales by U.S. companies' majority-owned 
foreign affiliates were sold in the affiliate's country of location; another 23 percent 
were sold in other foreign countries. So, a total of 90 percent of U.S. companies' for- 
eign-made goods and services are sold outside the United States. This makes sense. 
Customers demand prompt and reliable service from their suppliers; it is fr^uently 
difficult to meet those needs from thousands of miles away. Of course, proximity is 
even more important for services— consumers expect their banks, telephone compa- 
nies and professionals to be nearby. 

Investment abroad brings back significant benefits here at home. Because U.S. 
companies invest overseas to stay competitive and win new customers, their foreign 
investments help boost U.S. exports, creating American jobs. Exports follow invest- 
ment— in 1994 (the latest year for which data is available), exports of goods by U.S. 
companies to their foreign affiliates totaled $125 billion, 25 percent of all U.S. goods 
exports. And U.S. companies' trade with their foreign affiliates generated a $22 bil- 
lion trade surplus. The result is jobs here at home. According to the latest available 
figures (1994), U.S. companies that invest overseas employed 19 million U.S. work- 
ers— 18 percent of all private sector jobs. 

U .S. companies' overseas operations also generate income that can come back here 
to the United States to be reinvested in U.S. operations to the benefit of the local 
economy and U.S. workers. In 1995, this income was almost $117 billion. Moreover, 
overseas investments are often needed to keep U.S. companies competitive. Foreign 
investment allows companies to enjoy greater economies of scale and scope as well 
as access to important foreign technologies. 

I'd also like to point out that foreign investment by U.S. companies is con- 
centrated in developed countries. If foreign investment were motivated by a search 
for low cost inputs, developing countries would be the predominant location for for- 
eign investment. But 80 percent of U.S. companies' foreign investment is in devel- 
oped countries; many of which have more stringent labor and environmental laws 
and higher labor costs than the United States. 

Because the United States Is the world's most competitive nation, we have the most 
to gain from the global economy and from trade liberalization. 

Back in the 1980s and early 1990s, conventional wisdom held that the United 
States had been overtaken by J apan and Germany and might never regain its place 
in the sun. Today, the United States is back on top. Our economy has been growing 
faster than those in Europe and J apan. We are the world's biggest exporter of both 
goods and services. We have the lowest budget deficit as percentage of GDP of any 
G-7 economy. We have created more net jobs in the past few years than all other 
G-7 nations combined, and our unemployment rate is below that of every other 
major industrial economy besides J apan (which keeps official unemployment low 
through artificial means). While we still have a trade deficit, it has declined by 40 
percent as a percentage of GDP, from about 2.7 percent in 1985 to 1.5 percent in 
1996. 

We have the world's largest economy, the most productive workers, the best tech- 
nology, and the most innovative people. That's why we are considered to be the most 
competitive country in the world, as recently confirmed by the World Competitive- 
ness Yearbook from the I nternational I nstitute for Management Development. We're 
highly competitive in a range of important industries, such as: semiconductors, com- 
puters, computer software, aerospace equipment, applied materials, biotechnology, 
construction equipment, telecommunications and other information-based equipment 
and services, financial services, information services and entertainment. These are 
the technologies of today— and of tomorrow. 

We have done so well as a nation because we have aggressively sought out the 
opportunities presented by the global economy. We have the resources and the capa- 
bility to be winners. All we need to do is ensure that our companies and our work- 
ers, and the products and services they produce, are given the opportunity to com- 
pete fairly and to win in the global economy. 

We need to do more, of course, to ensure the continued competitiveness of the na- 
tion, its companies, and its workers. In a world of increasing technological innova- 
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tion, our companies simply cannot succeed without educated, trained and skilled 
workers, scientists and technicians. That's why U.S. companies are doing their part 
to help ensure that our workers remain the best in the world. 

Each year, companies in the United States spend about $30 billion on formal 
training and $180 billion on informal on-the-job training of their employees. Each 
year, U.S. companies make huge investments in plants, equipment and research & 
development (over $600 billion on capital investments and over $100 billion on re- 
search & development) to ensure that their workers can benefit from the best tech- 
nology and equipment. 

U.S. companies are also working to improve the quality and performance of the 
nation's K-12 education system, including a state-by-state initiative to achieve com- 
prehensive education reform across the nation. Forty-three states now have 
business-led education reform coalitions that encourage governors, state legislators 
and state departments of education to support fundamental changes in their schools. 

With improved education and training and wise governmental policies the United 
States will remain highly competitive. In an open global economy, America will 
come out on top. 

Developing countries in particular hold huge promise 

Our market is one of the biggest in the world, but we have to recognize that our 
greatest opportunities for expanded exports are in large developing countries. These 
are the countries that can grow, and are growing, the quickest. For example, be- 
tween 1985 and 1995, the U.S. economy grew 26.4 percent, Europe's, 26.5 percent, 
and J apan's, 33.7 percent. Developing countries in Asia grew by a whopping 109.3 
percent in the same period. The World Bank expects developing countries to grow 
twice as fast as the industrialized countries over the next ten years and to account 
for one-third of the world economy by 2020, nearly twice their current share. We 
ignore these developments at our peril . 

While world imports grew 96.8 percent between 1985 and 1995, developing econo- 
mies' imports jumped 180.4 percent, and imports of developing countries in Asia 
were up 226.1 percent. And these developing countries are in particular need of the 
types of goods and services that we are good at producing, in such areas as tele- 
communications, construction, information technology, biotechnology, environmental 
protection and cleanup, and finance. 

Moreover, development builds demand for consumer goods and services, again an 
area of U.S. predominance. By the year 2010, China, India and Indonesia combined 
will have 700 million people with annual personal income equal to that of a worker 
in Spain today. The opportunities for the United States are, frankly, mind-boggling. 

We are already seeing significant benefits from trade with these markets. Be- 
tween 1992 and 1996, U.S. goods exports to Pacific Rim countries (excluding J apan 
and China) jumped 57 percent; goods exports to Latin America surged by 49 per- 
cent. This is much faster than growth of our exports to many of our major developed 
country trade partners— in the same four years, U.S. goods exports to Europe grew 
only 18 percent. Growth of developing country economies and U.S. exports to those 
countries are predicted to keep rising dramatically. If current trends continue, by 
2010 Latin America will surpass] apan and Western Europe combined as a market 
for U.S. exports. 

There's another important point to make here. Economic liberalization in other 
countries benefits not only the United States but the liberalizing country itself, as 
well as global stability in general. Developing countries around the world have rec- 
ognized the benefits of open markets and abandoned, to varying degrees, old protec- 
tionist policies. The result has been an economic boom in many of these countries. 
This in turn promotes creation of middle classes, which, along with openness to the 
rest of the world, promotes democracy and economic and political stability and im- 
proved respect for, and demand for, human rights and environmental protection. 
Thus, open markets advance important U.S. non-economic goals. 

Critics of Trade and Fast Track Are Off the Mark 

With the opportunities presented by the global economy come fears. I think it's 
important to look closely at some of the charges being leveled about international 
trade and fast track and lay these fears to rest. 

There is no simple direct linkage b&ween imports and iost jobs. Some have argued 
that trade costs U.S. jobs because of imports. Well, it's obvious that U.S. exports 
generate U.S. jobs because someone has to make those goods or produce those serv- 
ices. But if we look at the reality of imports, it's not obvious that they translate into 
lost U.S. jobs and, in fact, often they do not. Some imports, such as the $73 billion 
of petroleum and other fuel products and $3 billion of coffee and tea we imported 
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in 1996, are products that are simply not available or are in short supply in the 
United States. Other imports, by providing a competitive input into a production 
process for example, complement U.S. production and support rather than displace 
U.S. jobs by enabling U.S. companies to be competitive at home and abroad. Other 
imports include U.S. components, and production of these components supports U.S. 
jobs. Imports also create jobs in such areas as ports, distribution, wholesaling and 
retailing. 

It is true that some jobs are displaced by imports. However, trade is only one fac- 
tor that impacts the job market; technological change, for example, is far more sig- 
nificant. In fact, recent studies, including from the Organization for Economic Co- 
operation and Development and the International Monetary Fund, find that trade 
is not a major factor behind any trends toward declining wages or wage disparity 
that may exist in industrialized countries. These studies found other factors, includ- 
ing technological change, to be much more important. Moreover, jobs displaced by 
imports are more than offset by other jobs created by imports and exports and the 
other benefits of trade to the U .S. economy. 

We cannot and should not ignore the real effects of job loss for individuals, regard- 
less of the cause. I simply do not believe that trying to freeze our economy is in 
the interest of this or future generations of workers. The national and world econo- 
mies are seeing a shift of jobs from low-productivity, low-wage jobs to high- 
productivity, high-wage jobs. These job shifts are to be expected and welcomed as 
we approach the 21st century: they will lead to a better future for today's and to- 
morrow's workers. Our work force is one of the most diversified and capable in the 
world, and as a very large and flexible economy, we have the ability to absorb work- 
ers into productive and well-paying jobs. We must, as I stated before, ensure that 
all Americans get the education and learn the skills they need in order to be as com- 
petitive as individual citizens as we are now as a nation. We must also use trade 
negotiations and the resulting agreements to break down foreign barriers so that 
we can win new customers abroad and boost American incomes. I n general, we need 
to keep our economy dynamic, open and growing. The end result will be better jobs 
and standards of living for all Americans. 

Tradedeficits result from many factors and simple Unkageto trade policies is mis- 
leading. Some have pointed to the U.S. trade deficit as evidence that trade is bad 
for the United States. Actually, the trade balance is determined by macroeconomic 
factors, such as savings and consumption rates, currency values and growth rates. 
Moreover, trade deficits result in part from our growing economy, employment that 
is on the upswing, and our consumers and businesses having more mon^ to spend 
on both domestic goods and imports. At the same time, many of our trading part- 
ners are in recession or growing only slowly. 

We should also recognize that the trade deficit has fallen significantly in the last 
decade when compared to the size of our economy. Moreover, a large portion of our 
trade deficit consists of petroleum imports, which is not a job-displacing commod- 
ity— our deficit in petroleum products was 57 percent of the total trade deficit in 
1996. Another huge chunk— 27 percent— was in our auto and auto parts deficit with 
J apan, which is due to special, unique bilateral problems. I would also note that, 
compared to the size of its economy, the United States imports far less than every 
other developed country except J apan. 

When discussing the trade deficit, we should be addressing the macroeconomic 
factors we can control, such as the low savings rate in the United States and gov- 
ernment spending, while continuing to focus on tearing down foreign barriers to our 
exports. Resorting to isolationism and protectionism to "solve" the trade deficit prob- 
lem will not help. 

International investment, as with trade, benefits the economy and workers. There 
are also those who argue that international investment is bad. The facts I presented 
earlier prove that this is not true. It's important to recognize that the decision to 
invest is a very complex one, involving many factors, not just low production costs. 
The United States is endowed with numerous advantages that make it a very at- 
tractive pi ace for U.S. companies and foreign companies to invest, including a highly 
productive work force, state of the art communications networks and computer sys- 
tems, technologically advanced production facilities, a well -developed transportation 
infrastructure, and stable and sophisticated legal and financial systems. If low 
wages were the main determinant of investment decisions, our principal foreign di- 
rect investments would be in less developed countries rather than in highly indus- 
trialized, developed countries where, in fact, our principal investments are made. 

And, contrary to irresponsible statements by some, U.S. companies are not pulling 
up their stakes in the United States. U.S. companies' direct investments overseas 
were $86 billion in 1996, only 11 percent of non-housing domestic investment in the 
United States. And three-quarters of that foreign investment did not even come 
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from the United States, but from the earnings of the companies' foreign operations 
themseives. As for Mexico, U.S. companies' investment there is a trickie and has 
been deciining. U.S. foreign direct investment in Mexico in 1994, 1995, and 1996 
was $3.7 biiiion, $3.0 biiiion, and $2.7 biiiion respectiveiy; this amounted to 0.4 per- 
cent, 0.3 percent, and 0.2 percent of totai investment in the U.S. economy itseif. 

Fast track does not rush trade agreements or cut Congress out of the picture. Crit- 
ics of fast track persist in misrepresenting just what it is. As the members of the 
subcommittee know, fast track is mereiy a procedurai ruiethat sets up a dose part- 
nership between the President and the Congress to ensure that the United States 
can reach trade agreements to open foreign markets to American companies, work- 
ers and farmers. Fast track does not rush the country into agreements and it does 
not cut Congress out of the ioop. In fact, the members of America Leads on Trade 
want their representatives in Congress to be heaviiy involved in the process of 
reaching and impiementing trade agreements. Fast track guarantees that roie by 
writing consuitation requirements into law. 

Fast track is not NAFTA. Critics of fast track aiso keep changing the topic to 
NAFTA. But the debate over fast track is not about NAFTA— it is about the future 
of U.S. ieadership in worid trade, about whether we wiii participate in a wide- 
ranging series of new negotiations that are about to start with or without us. Most 
of the concerns raised by NAFTA opponents, such as iiiegai immigration, the border 
environment and maquiiadoras, are specific to Mexico and are simpiy not relevant 
to our economic reiations with other countries. The United States must recognize 
the importance of being the ieader in new negotiations and separate the debate over 
NAFTA from the debate over fast track. Our competitors around the giobe wouid 
be overjoyed if we sideiined ourseives to engage in a destructive debate about 
NAFTA whiie they move ahead with their own agreements that wiii ieave us be- 
hind. 

Big corporations are hardly the only advocates for fast track. Critics of fast track 
charge that it is oniy big corporations that want fast track. This is just wrong. Busi- 
nesses, farmers and consumers are fighting for fast track because the nation as a 
whoie— not just big corporations— benefits from increased trade spurred by trade 
agreements. These benefits for the nation as a whoie expiain why the President and 
his Administration are asking for fast track, and why the U.S. Conference of Mayors 
and the Nationai Governors' Association have passed resolutions supporting fast 
track. 

Trade agreements do not threaten health and safety. Another favorite of fast track 
opponents is to raise the specter of unsafe food, trucks and drug trafficking. This 
is nothing but scare tactics— trade agreements do not hamper our abiiity to protect 
ourseives from any of these probiems. Trade agreements do not resuit in unregu- 
iated trade— we are aiways abie to enforce our iaws and dose our border to any 
product that couid iegitimateiy resuit in harm to our citizens. Recent trade agree- 
ments such as the WTO and NAFTA not oniy expiicitiy deait with the issue of food 
safety but further strengthen our abiiity to protect ourseives from such dangers. 
NAFTA does not prevent the United States from enforcing drug iaws. In fact, by 
improving overaii cooperation with Mexico, NAFTA improves the iikeiihood of suc- 
cess in reducing drug smuggiing. 

As recent probiems with domesticaiiy-produced food demonstrate, ensuring the 
safety of the U.S. food suppiy is not a trade issue. Simiiariy, we need to ensure the 
safety of aii trucks, not just those from Mexico. Adequate safety measures and in- 
spection are essentiaiiy domestic reguiation, not trade, issues. 

Trade, labor, and environmental goals must be pursued separately. Finaiiy, I want 
to address the contention that fast track shouid be rewritten to bring iabor and en- 
vironmentai issues into trade agreements. Protecting the environment and improv- 
ing working conditions around the worid are important goais, but they must be pur- 
sued in an effective and achievabie manner. Confrontationai approaches (or those 
that are perceived as confrontationai, protectionist, or anti-deveiopment) on these 
issues, such as attempting to iink iabor and environmentai issues to trade, and es- 
peciaiiy using trade sanctions in an attempt to improve iabor and environmentai 
conditions, wiii not work. Such approaches wouid iikely cause trade wars, impede 
internationai cooperation, and reduce economic growth, reversing current promising 
trends for improved working and environmentai conditions around the worid. 

We must recognize that most deveioping countries currentiy cannot afford the 
high ievei of iabor and environmentai standards that deveioped countries enjoy. Eco- 
nomic growth is needed to create the finandai and sociai foundations for better 
working conditions and environmentai protection in developing countries. Increased 
international trade, which is a vital engine for economic growth in today's global 
economy, ultimately helps improve working and environmental conditions. 
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Consequently, thefocus of trade agreements should be on liberalizing trade to pro- 
mote economic growth. Businesses recognize the Importance of addressing trans- 
border and global environmental problems and seeking to Improve working condi- 
tions around the world. But, where these Issues are not directly related to trade, 
they must be pursued through separate Initiatives, particularly cooperative solu- 
tions such as International environmental and labor agreements. Our goals In the 
separate areas of trade, labor, and environment must each be pursued on their own 
tracks. 

Other countries have made It absolutely clear that they will not negotiate trade 
agreements with the United States If we Insist on trying to dictate their national 
policies on Issues other than trade. The United States would similarly not allow 
other countries to Intrude In such a way on our sovereignty. Advocates of using 
trade negotiations and sanctions to force Improvements In other countries' labor and 
environmental laws and policies Ignore the fact that additional access to the U.S. 
market doee United States Is already one of the world's most open markets with 
very low barriers to trade. The main focus of our trade agreements with other coun- 
tries Is to open other countries' markets to U.S. exports, not the other way around. 

Conclusion 

The United States can maintain Its economic strength only If It competes and wins 
In the ever-expanding global economy. We cannot assert effective global leadership 
on trade without fast track authority for the President. Indeed, fast track authority 
Is absolutely vital to the economic well-being of the country and of every American 
citizen. Thus, on behalf of the businesses, workers and farmers that comprise the 
America Leads on Trade coalition, 1 urge that Congress and the President, In part- 
nership, renew the President's authority to negotiate trade agreements under fast 
track procedures. 
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Silent Invasion 
In Backyard of the U.S., 
Europe Gains Ground 
In Trade, Diplomacy 

South America Is Hot Market 
For EU-Made Goods; 
How Fiat Outpaced Ford 

Monet and Chirac in Brazil, 

By Matt Moffett and Helene Cooper 

staff Reporters of The Wall Stheet Journal 

SAG PAULO. Brazil-While Uncle Sam 
steeps. Europe is mounting a silent inva- 
sion. 

Combining savvy deal-making with vel- 
vet diplomacy, the European Union is 
angling to convert its thriving trade ties 
with South America into a full geopolitical 
partnership. There is no guarantee that 
this trans-Atlantic bid for influence will 
succeed. But Europe is emerging as a 
potential spoiler In President Clinton’s 
latest push to revive a long-stalled plan to 
create a common market extending the 
length of the Western Hemisphere. . 

A stroll through this business capiul 
captures the sweep of Europe's gains. The 
hot new compact car is the Palio, which is 
produced locally by Italy's Fiat SpA and 
has left Ford Motor Co.’s Fiesta in the dust. 
Aided by a recent SI billion acquisition of a 
local bank, the Hongkong & Shanghai 
Bank subsidiary of London-based HSBC 
Holdings PLC has leapfn^ed past Citi- 
corp and First National Bank of Boston as 
Brazil’s largest foreign lender. And in a 
refrigerator market so dominated by 
Whirlpool Corp. that the words "frost free" 
have entered the language here. Ger- 
many's Bosch-Slemens Hausgeraete ' 
GmbH and Sweden's Electrolux AB are 
introducing competing lines. 

Changed Roles 

At more than S40 billion last year, total 
trade between Mercosur, a regional bloc | 
led by Brazil and Argentina and including 
Paraguay and Uruguay, and the EU ex- 
ceeds that between Mercosur and the U.S. ! _ 
Tt can all be summed up quite simply; We 
are stomping ail over their backyard just 
as they have done over ours for the past SO 
years.’’ says Peter Guilford, an EU trade 
spokesman. 

That’s probably hyperbole. In Latin 
America, the U.S. still dominates many 
major industries, ranging from full-size 
cars to computer software to airplane 
parts. And U.S. trade with Mercosur is ateo 
growing rapidly, with the bloc’s imports 
from the U.S. up an estimated 84% between 
1993 and 1996. But during those years, total 
U.S. trade with Mercosur rose only 51%, 
while Europe’s was increasing 62%. 

EU politicians are striving to make the ; 
European flavor of Latin America even 
stronger. In a diplomatic courtship in 
which Europe has trotted out everything 
from an exhibition of Monet paintings to 
Oxford University’s new Brazilian Studies 
Department, the EU is pushing for its own 
free-trade agreement with Mercosur as 
■‘part of the natural order of things,” as 
French President Jacques Chirac put it. 

The idea of closer ties to Europe ap- 
peals greatly to many Brazilian industrial- 



ists - and to many in Brazil’s Burophile 
political elite, who yearn for international 
recognition to match the country's vast 
size and resources. At the very least. 
Brazilian trade negotiators want to play 
'the European card to pry U.S. mar- 
kets and persuade Washirigton to move 
more slowly toward a common market in 
the Americas. They want to give Brazilian 
OHnpaaies more time to get competitive 
and to expand Mercosur to incorporate 
other South American omnarjes. 

Whether Mercosur lilts toward Europe 
or the U.S. may be decided by the hot 
debate over President Clinton’s request for 
fast track" author!^ to negotiate trade 
pacts. If Congress rejects his plan. South 
America could be indefinitely ceded to the 
Europeans. "No fast track - no concrete 
nidations.’’ says Jose Botafop Gon- 
calves. the Brazilian Foreign Ministry’s 
subsecretary general of commerce. 

"While we're complacent, the Euro- 
peans are obsessed with increasing their 
exports to l^tin America." says Jeffrey 
Garten, dean. of the Yale School of Manage- 
ment and former Clinton Commerce De- 
partment undersecretary. ’"They're tar- 
geting Brazil and Mexico and A^ntlna; 
we'd be extremely myopic to read them out 
of the competitive race there.” 

Vouching for that are the U.S. corpora- 
tions battling It out with Europeans in one 
of the world's most-torrid deal-making 
sectors; the estimated STD billion market 
for Brazil’s privatized companle^and con- 
cessions. Consortia led by Telia AB of 
Sweden and AirTouch C^munications 
Inc, of San Francisco are grappling in both 
the legal and diplomatic arenas for a 
mammoth [aize; a c^ular-phone conces- 
sion. worth about SI billion, in the aniuent 
state of Sao Paulo. The Telia group was the 
high bidder, even thoup the Telecommu- 
nications Ministry had tried U> dlsquali^ it 
from the auction. Now. the U.S. and Swe- 
dish governments are Mbying on behalf of 
their respective omnpanies as Brazilian 
Courts try to strai^ten out the mess. 

EJurope’s new discovery of Latin 
America is actually a rediscovery: It harics 
back to earlier this century, when Euro- 
peans held sway here both economically 
and culturally, says Riordan Roett, a pro- 
fessor at Johns Hopkins University in 
Baltimore. Sp^n and Portugal long had 
colonial ties in South America. Britain 
dominated high finance. French was the 
preferred second language, and architects 
turned Buenos Aires into the "Paris of the 
New World." Italy's fascists devised the 
model for the corporattet labor system 
adopted in both Brazil and Argentina. 

Not until Europe was busy rebuilding 
after World War Q did its influence begin 
to wane. And during a 1963 French-Brazil- 
ian fishing dispute, (Resident Charles de 
Gaulle enraged Brazil by expressing doubt 
that it was a serious country. 

Meanwhile. American influence rose. 


During the Cold War, the U.S. intervened 

I in Latin America to confront Communist 
expansion. More recently, the U.S. has 
pursued economic objectives. In 1993, the 
U.S. signed the North American Free 
Trade Agreement with Mexico and Can- 
ada. As Europe watched from the side- 
lines, President Clinton invited Latin 
American leaders to Miami and announced 
plans for a Free Trade Area of the 
I Americas extending from ‘‘Alaska to 
; 'Tterra de! Fuego." U.S. officials said the 
' new bonhomie was partly responsible for 
! the Brazilian government's decision to 
I choose Raytheon Co. over France’s Thom- 
son SA for a $1.4 billion contract for 
a satellite system for the Amazon. 

But then the U.S. plan to bring the 
entire continent solidly within its economic 
orbit ran headlong into a protectionist 
backlash. In 1995, Mr. Clinton failed to 
muster congressional support for the fast- 
track authority needed to expand Nafta, 
and the hemispheric trade pact went no- 
! where. Europe, noting Latin America's 
I rebounding economies and especially Bra- 
I zU's market of 160 million consumers, saw 
I new opportunities and seized them. 

' "We've suddenly discovered Latin, 

I America," says Michael Valdes SBott, , 

' who heads Britain’s Latin American,^;^ 

I Advisory Groi^i. And Latin Amenca 
I throwing the Gbody door open to us." 
Accustomed to crossing tordc^. at 
tomeJaroaeaa c^panle s otfe n moved 
faster than Aroenrah rivals in Latin 
I America. Despite having no Latin Ameri- 
can presence at all as recently as two years 
I ago, BOC Group PLC. a British natoral- 
I and industrial-gas conglomerate, q^ckly 
I ramped up a Latin American division that 
I now employs 1,000 people and has 
, four big contracts. 

I In addition, many Europeans sMfn’ 

I more comfortable than Americans in Latin 
j America’s business environment U.S. 

{ electric ^hilities have been put off by 
I Brazil's vague regidatory framework, but 
I it hasn’t Impeded Europe's state-run utUi- 
i ties, which are used to smoothing over 
problems through political negotiations. . 

■ Oectrolux has found that Latin Ameri- 
can consumers are much like Eun^ieans; 

prefer smaller, cheaper washing ma- 
chines to the large, souped-up American 
models. The company's South American 
sales tripM to almost SI billion last year. 

Auto making Is another business in 
which shrewd European companies la^ied 
a U.S. giant. Though operating here for 
Just two decades, Fiat has surpassed 
kmg-establlshed Ford in the small-car 
ou^et. The reason: Fiat was the only auto 
nMer with a product ready when the 
government, in the early 1990s, offered tax 
Incentives to stimulate small-car sales. 

"It's basically a one-car company, and 
they capitalized on that,” says John Peart, 
sales-planning manager of Ford’s Brazil- 
. ian operation. Only now is the. affiliate' 
emerging from its heavy losses whm it: 
wg|caug;btwiU|K)utasmaIicar, '' 
^D, European politicians were follow-* 
ing the footsteps of their corporaUims^ 
toward Latin America. President Chirac 
staged the most aggressive European dip- 
lonatlc political sally. In a visit here 
coinciding with the Monet exhibition last 
March, the French leader formally r^ 
traded the old insult. "I consider Brazil 
extremely serious." he said. 

Then he fired a salvo at les Americains. ' 
"They want to give orders about every- 
thing in the world," he charged, adding: 
“Geographically. Brazil isl part ofe 
America. But it’s European because of its 
culture and global because of Its inter- 
ests." And as French and Brazilian diplo- 
mats toasted a recent pact under which 
France waived visa requirements, the 
press here noted the contrast with the 
U.S., which is often accused of discrimi- 
nating against Brazilians seeking visas. 




Next in Europe’s sophisticated diplo- 
malic blitz: Brazilian President Fernando 
Henrique Cardoso will travel to London 
this fall for a state visit, a pomp-filled 
spectacle in which he will stay at Bucking- 
ham Palace and be feted by the queen. 
Britain grants only two such visits a 
year; not even Mr. Clinton the full 
royal treatment during his visit in June. 

Mr. Clinton’s planned visit to South 
America next month will be his first trip to 
the continent in his five years in office; he 
canceled a visit scheduled for last spring 
after injuring his leg in a stumble. Earlier 
this year, U.S. Trade Representative Char- 
lene Barshefsky sparked a major dusl*up 
by bluntly questioning Brazil's commit- 
ment to open markets. 

Mercosur officials say they want to 
enter into trade agreements with both the 
EU and the U.s., though they clearly 
prefer the slower pace proposed by the 
Europeans. "The U.S. is anxious to get 
access to some areas of the market and 
much less anxious to open access,” says 
Mr. Botafogo of Brazil's foreign ministry. 

Brazil's business community, mean- 
while, is dividing up into pro-European and 
pro-American factions. A younger group of 
manufacturers prefers the U.S. Old-line, 
family-run businesses, as well as raw-ma- 
leilals exporter, teiui to prefer Emope. 

Among the latter is Luiz Fernando 
Furian, a business-group leader and presi- 
dent of Sadia SA. a big meat processor. 
Sadia sends about of its expend to 
Europe but almost nothing to the U.S. 
because of hygienic barriers that Mr. Fur- 
ian views as disguised protectionism. "If 
the U.S. do^n’t offer CMUliticms of trust 
and equality,” he says, "others will culti- 
vate the relationship with Mercosur.” 

Everyone knows who the "others” are. 
Mario Gamero, chief of BmsUInv^t, a big 
twidlng company here, recent^ organized 
a trade seminar for Brazilian. U.S. and 
European executives. No sooner had invi- 
tations gone out, he says, than he got a call 
from a French ofBcial asking "vdiy nmre 
Europeans weren't participating.” 
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Chairman Crane. Thank you. 

Your reference to small businesses reminds me of the time Char- 
lie came out to my district a couple of years ago for a Subcommit- 
tee hearing. Illinois is the fifth largest export State in the union. 
In my district are the corporate headquarters of Motorola, 
Ameritech, Sears, United Airlines, Kemper Insurance, and Baxter 
and Abbot are just beyond the border. But the thing that was a 
revelation to me was the input that over 90 percent of our State 
exporters are companies employing 500 or fewer. And so small 
business really makes up the lion's share of our State exporters, 
notwithstanding the giants that we have there. 

Something that I would like to ask you about, in your written 
statement, you talked about pursuing these environmental and 
working conditions in an achievable manner, that approaches per- 
ceived as confrontational, protectionist or anti development will not 
work. 

Would you talk a little bit more about how our trading partners 
have responded thus far to the USTR's efforts to put labor and en- 
vironment on the agenda in the WTO? 

Mr. Gorman. Yes. In general, and few things are universal, but 
in general countries do not wish, other countries do not wish us to 
try and dictate to them on matters of the environment, on labor 
issues, or on any other issue in the trade context particularly. They 
say, look, let's deal with trade on its own merits; let's not try to 
deal with these other issues indirectly there. Inde^, I think if we 
were to persist in trying to deal with the labor issues involved and 
the environmental issues involved, we wouldn't enter into a trade 
agreement with anyone. But I do not think that is a likelihood be- 
cause I also don't think that a compromise bill including that kind 
of provision would prevail. 

Chairman Crane. Our Trade Subcommittee attended that Singa- 
pore ministerial, and at that time the question of labor came up 
and clearly the overwhelming majority of the sentiment there was 
to keep it out of our trade negotiations. That is something that I 
think is important to keep in mind as we pursue this. 

Mr. Gorman. One other important point I would make in that 
dimension is that our best hope of lifting the standards on both of 
those subjects with emerging countries is to engage with them in 
commerce, through trade and through international investment. In 
my company, when we build a new plant in a foreign land it is ex- 
actly like the one we build here, the same environmental concerns 
and standards, the same kind of training, the same kind of condi- 
tions under which the folks work. So we can cause there to be an 
uplifting of standards through engagement, not through disengage- 
ment. 

Chairman Crane. I couldn't agree with you more on that. Motor- 
ola has told me similar stories about their presence on the main- 
land in China. 

Mr. Gorman. Yes. 

Chairman Crane. I have reminded folks of Ben Franklin's quote, 
"Good example is the best sermon." Your presence there all over 
the world is providing that good example. 



71 


Mr. Rangel. 

Mr. Rangel. It is gcxxi to see you again, Mr. Gorman. Is there 
any reason for anyone to be concerned about the living and work- 
ing conditions of people working overseas? 

Mr. Gorman. Yes, I think it is a legitimate concern for all of us 
to have 

Mr. Rangel. I will just bag that. 

If not in the trade bill, that people believe should not interfere 
with the President's ability to negotiate a trade agreement, how 
would it be dealt with? We respect the fact that people like you 
have the same standard and want to improve the quality of life for 
people all over the world, but certain people have come back from 
Mexico with horror stories and pictures of high-tech factories and 
people living in squalor, open sewage near outstanding United 
States-based international firms. 

What should a Member of Congress do that has a concern about 
these things happening? 

Mr. Gorman. Well, I think that the United States should, work- 
ing with the Mexican Government, make every attempt to cause 
those conditions to change. I would like to say that some of the hor- 
ror stories are exaggerated, and indeed we have, my company has 
plants in Mexico. One of those plans was named one of the top 10 
plants in North America by Industry Week magazine just 1 year 
ago. 

Mr. Rangel. We are not talking about those who are outstanding 
leaders in the world. I am just saying that for those who believe 
that there are problems, we have to be able to answer some of their 
questions. 

What about the question of those people who feel that they will 
be losing jobs in the community and they are not prepared to take 
advantage of the ever increasing high-tech jobs that would be avail- 
able? The plants that are in their districts; have in the past closed 
and have in the past gone to Mexico, and there is a threat that 
more would do the same. How would we handle that in the Con- 
gress? 

Mr. Gorman. Well, there are dislocations that come with trade 
and that come with free trade agreements in particular. There is 
no question about that. But there are dislocations that occur for a 
whole host of reasons. 

What I would argue is that, yes, of course we should address 
those dislocations for whatever reason and address those through 
training programs, retraining programs. I am perfectly behind 
those kinds of efforts. I think we should make sure they are effec- 
tive and cost-effective programs, but nevertheless do them. 

Mr. Rangel. I assume, then, that you would think that in com- 
munities where they don't have the type of educational institutions 
that train young people for these high-tech jobs that would be com- 
ing, that resources should be made available so that they too would 
be able to meet the challenges of the next century? 

Mr. Gorman. Yes. Indeed, I have been an advocate of Congress 
giving tax incentives to the private sector to train and educate 
those in need of such training and education. 

Mr. Rangel. Even though you would not want this to be in the 
same bill, do you see any problem if it were presented to the Con- 



72 


gress in the same package that we are encouraging economic 
growth abroad, but at the same time we are concerned about Amer- 
ican workers that would be dislocated and we are concerned about 
communities with high unemployment? 

Do you think it might be easier for us to sell this package if we 
were not only giving the President broad opportunities to negotiate 
and compete, but also to have a package so that people at home 
would not be fearful that they are going to lose the little jobs that 
they do have? 

Mr. Gorman. I think it might be more difficult, frankly, to pass 
that kind of a bill than one that dealt solely with trade unless of 
course those issues and others are directly related to trade. I really 
do believe that trade is so important to the United States and to 
the world that the issues ought to be dealt with singularly and that 
we deal separately with the environmental and labor issues. 

Mr. Rangel. I understand. But can we depend on your leader- 
ship in dealing with the other shoe once it is dropped, that is the 
education of America, the idea that people will be working and not 
doing drugs and crime and violence? 

Mr. Gorman. Absolutely. 

Mr. Rangel. And we hear your voice that is outraged at the 
number of people who are not productive, 1.5 million Americans 
not working, they are in jail. When we compete, how can we com- 
pete with these type of young people for whatever reason? Isn't 
that a national problem that requires the same type of attention 
as authorizing the President to negotiate a treaty? 

Mr. Gorman. I couldn't agree with you more. In fact, I chaired 
for 4 years for the Business Roundtable, the Task Force on Trans- 
formational Education Reform. Norm Augustine succeeded me. We 
have committed 10 years and all of our membership to bringing 
about transformational change in our systems of education, so that 
all people are educated and prepared to enter the workforce at the 
kind of levels that new jobs require. And so you are preaching to 
the choir when you talk to me about that issue. I, in fact, have 
been out front leading that effort and you can count on that con- 
tinuing. 

Mr. Rangel. I wish there was some way that I could help so that 
the whole Congress and country would know the effort not only 
you, but I assume that there are thousands of other businesspeople 
that believe it is in our national interest not only to expand trade, 
but to have our young people prepared to assume the challenges of 
the next century. You would have to admit that we don't hear that 
much from the private sector as to their concerns about making 
certain that all of us participate. 

Mr. Gorman. We are certainly talking enough about it and doing 
enough. We have coalitions in 46 States. The Rand Corporation did 
a study for us, an independent group. They found that we are mak- 
ing a significant difference in 36 States. We are not where we want 
to be, don't get me wrong, but it is a difficult, tough task. You have 
got to transformationally change the State laws in order to achieve 
the objective, but we are making some progress. 

Mr. Rangel. Would you share with me that information, because 
we are working together in a task force with many multinationals 
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and we have made some changes, we have targeted areas that we 
are going into partnership with. 

Mr. Gorman. We will come see you with that information. 

Mr. Rangel. Thank you. 

Chairman Crane. Gentlemen, we have 6 minutes left. 

M r. J efferson, do you want to ask M r. Gorman a question? 

Mr. J EFFERSON. I might be able to get one in. 

Past grants of fast track authority have permitted in the imple- 
menting bill changes in U.S. law that were necessary and appro- 
priate to implement that trade agreement. Some Members on the 
Senate side, some Members on the House side would like to limit 
the scope of fast track to cover only those provisions necessary to 
implement the trade agreement and apply normal legislative proce- 
dures to those including possible amendments to everything else. 
How do you feel about that? Do you agree with that view on this 
particular fast track legislation as opposed to other ones that we 
have had in the past? 

Mr. Gorman. I think it should be unlimited authority applicable 
to all trade agreements, bilateral, multilateral, including sectoral 
trade agreements. Many of the negotiations that will take place in 
the next several years will be, indeed, sectoral in nature. Impor- 
tantly, they would have the same kind of fast track authority. 

I think the beauty of fast track and voting up or down is that 
it forces the administration, the President, regularly to consult 
with Congress, to make certain that indeed the negotiations are on 
a path likely to lead to an agreement that can be voted up. So I 
think it is a good process if managed well. 

Congress maintains, of course, the ultimate authority to turn 
down any proposed agreement. That is why I would offer unlimited 
authority to the President. 

Mr. J EFFERSON. Does that square with the notion that you can 
include labor and environmental provisions in fast track so long as 
they are directly related to trade? Does that square with the notion 
of the broadest possible authority? 

Mr. Gorman. Yes. 

Mr. J EFFERSON. With respect to investment services and other 
topics, there is no provision that they must be directly related to 
trade. That is a little incongruent; don't you think? 

Mr. Gorman. Pardon me? 

Mr. J EFFERSON. In the other provisions of the legislation, invest- 
ment services are covered in the language of the fast track legisla- 
tion but there is no requirement that they be directly related to 
trade for them to be discussed as a part of the trade agreements. 
And so in the one sense we limit the labor and environment to 
them having to have a direct relationship to trade, but these other 
issues you don't limit them in that regard, my question is why 
would you support a view like that if you support the broadest pos- 
sible Presidential authority? 

Mr. Gorman. I don't find that an anomaly because when you are 
talking, say, financial services, that in essence is the trade in ques- 
tion. It is about trade in financial services, about the opening of 
markets to North American -based financial service organizations. 
That is what that trade issue is all about. 
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Mr. J EFFERsoN. Y ou Can't imagine some cases under which serv- 
ices and investment would not be directly related to trade? You 
can't imagine any cases where that would not be done? 

Mr. Gorman. No, because again when you are talking financial 
services, that is the trade that we are talking about, the trade in 
services. Take J apan. They limit, as you know, any outsider, not 
just North American, but any outsider providing financial services 
by not giving them a license. There has been discussion on that 
issue. There has been agreement on that issue negotiated by Am- 
bassador Barshefsky. 

Chairman Crane. J oe, we are down to 2 minutes. I think we are 
going to have a repeat vote right on the heels. I won't hold you, 
but I want to express appreciation for what you have done and 
keep the good fight going. It is primarily an education battle and 
once folks understand, I think our differences get minimalized. 

Mr. Gorman. We will keep working. I hope with all deference 
that you will keep working to come together with a compromise 
that we all can support. 

Chairman Crane. Absolutely. You betcha. Thank you again. The 
Subcommittee stands in recess. 

[Brief Recess.] 

Chairman Crane. If everyone will please take their seats, we 
will resume again. 

I would now like to welcome Tom Donohue, president and chief 
executive officer of the U.S. Chamber of Commerce. I look forward 
to hearing what the Chamber has done through its members to get 
the word out about the benefit of trade. Please proceed, because I 
know you are on a tight time constraint. 

STATEMENT OF THOMAS J . DONOHUE, PRESIDENT, AND 

CHIEF EXECUTIVE OFFICER, U.S. CHAMBER OF COMMERCE 

Mr. Donohue. I am pleased to be here. This is the first appear- 
ance that I have made in my new job as head of the Chamber. I 
will try to set the future tone of what they will be by being very 
brief. 

It is my pleasure to be here. I want to state at the outset that 
it is obvious to all the members of the panel that large companies, 
particularly those represented by Mr. Gorman and others, are 
going to figure out a way to do well in the trading system around 
the world and will do better with a fast track agreement. But let 
everyone focus on the fact that small companies are going to be 
major beneficiaries of this agreement in two ways. First, as Mr. 
Gorman indicated, they are going to be the subcontractors to the 
large companies and, as I will suggest to you, there is a major in- 
crease in trade by small- and medium-sized companies all over this 
country and all over this world. We need to do what we can to con- 
tinue to support that, because as you and your colleagues know, 
the job growth in this country have come primarily in small- and 
medium-sized companies and that the great opportunity in the fu- 
ture is going to be found there as well. 

I don't n^ to repeat all of the rhetoric and the fact about the 
benefits that Presidents have had since 1974 or the fact that in of- 
fering fast track it assumes a consultation between the Congress 
and the administration. I would say, by the way, I find that a great 
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comfort, in that the administration is apt to negotiate a more tar- 
geted and sensible agreement with consultation with the Congress. 

I also would like to say that we believe that this should be, to 
use a phrase, a clean bill, and that it ought to leave to other 
venues the very important discussion that Members of your Sub- 
committee have raised about the environment and workers rights 
and other matters. But to put them in this bill is to open a Pan- 
dora's box that will leave us without time and without conclusion 
on the fast track legislation. 

I think it is also very important to focus on the fact that we are 
already way behind the curve. That there are negotiations being 
held all over the world where people are making favorable trade ar- 
rangements from which we are being excluded and it is absolutely 
essential for you to rectify that situation. 

I have a whole series from my written statement. What I was 
going to say today, using Chile for an example, I can tell you how 
big companies can move their factories to Brazil and then avoid the 
11 percent fees, and I can tell you how small companies cannot. 
And I could tell you all about the different things that are being 
negotiated and the opportunities that are in front of us, but you are 
familiar with all that. Let me just say in a very clear way that this 
is a piece of legislation that will open up the rest of the world for 
American goods at a reasonable and good— and a beneficial trading 
arrangement. To deny it is to say to countries all over the country, 
don't negotiate with our President or with our trade representa- 
tives because you have no assurance that this is going to be han- 
dled in a sensible way when it gets to the Congress. 

I would conclude by going back to where I started and saying 
this is a bill that is good for this country. It is a bill that is very, 
very important for large companies but unknown to many. It is es- 
sential for small companies. I encourage your focus on that. 

Let me conclude with one thought. American goods are not the 
only goods being offered for sale around the world. We hold no mo- 
nopoly on our goods. People have to have them. There are lots of 
other places to go and get trading materials. We need to keep our- 
selves in the game. I ask your support, not only from this Sub- 
committee but throughout the Congress to get this done. I promise 
you that we will work very aggressively with you to see that it is 
done. 

I thank you very much, Mr. Chairman. 

[The prepared statement follows:] 

statement of ThomasJ . Donohue, President, and Chief Executive Officer, 
U.S. Chamber of Commerce 

Mr. Chairman, thank you for inviting me to appear before this panei today. I am 
Thomas J . Donohue, President and Chief Executive Officer of the U.S. Chamber of 
Commerce. I appreciate this opportunity to testify on behaif of the Chamber on im- 
piementation of fast-track trade authority and its importance to America's commer- 
dai interests. 

Simpiy put, under fast-track, Congress agrees to grant the President the priviiege 
of an up-or-down vote, within a specified period of time, on agreements n^otiated 
between U.S. and its trading partners. Every President since 1974 has enjoyed this 
authority. Access to fast-track is a critical element to the success of any negotiating 
strategy. U.S. trade negotiators’ credibility depends heavily on their ability to obtain 
Congressional approval of legislation to implement trade agreements as they were 
negotiated. As anyone in business knows, you do not waste your time making deals 
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with negotiators who are not in a position to commit their principais— whether they 
are companies or countries— to an agreement. 

In return for that priviiege, Presidents have agreed to estabiish extensive con- 
suitation with the Congress so that, when the agreement is finaiiy conciuded, Con- 
gress wiii have enough confidence in the agreement's benefits to the United States 
that it wiii be wiiiing to approve the changes in U.S. iaws that are needed to impie- 
ment the agreement. 

By the same token, if the President faiis to consuit adequateiy or in good faith. 
Congress has the power to refuse to pass the impiementing i^isiation. Or if it 
chooses. Congress can take an intermediate st^, rescind the fast-track process, and 
send negotiators back tothetabietoseek revisions in the agreement. 

Obviously, the Chamber strongly believes that the first scenario should prevail. 
Domestic squabbles between the executive and legislative branches— whether or not 
they are controlled by the same party— should stop at the water's edge. It does us 
no good for our President's negotiators to reach arrangements with other countries, 
only to have them amended in numerous ways for whatever reason, after the fact. 
History shows that if the President and the Congress work closely together to craft 
a national trade agenda, real progress can be achieved. Without it, our trading part- 
ners will neither sit at the table with us, nor make vital market-opening concessions 
to America's most competitive products. Only the largest U.S. companies will be able 
to overcome the hurdles that remain or increase in the absence of pro-U.S. trade 
agreements generated through fast-track. It is no accident that the number of U.S. 
companies benefiting from foreign trade has skyrocketed in the fours years since the 
North American Free Trade Agreement (NAFTA) and the Uruguay Round Agree- 
ment were implemented. For example, between 1993 and 1996, the number of small 
and mid-sized business companies who earn at least ten percent of their revenues 
from international trade has doubled. 

In general. Congress should grant fast-track authority to Presidents that permit 
our negotiators to obtain: 

• More open, equitable and reciprocal market access; 

• The reduction or elimination of barriers and other trade-distorting policies and 
practices: 

• Strengthened international trading rules and procedures: and 

• Increased economic growth and full employment in the U.S. and global econo- 
mies. 

More specifically, "fast-track" negotiating objectives should include verifiable pro- 
visions providing for: 

• Expanded competitive opportunities for the export of U.S. goods; 

• More open and equitable conditions of trade for U.S. services, including finan- 
cial services: 

• Reduction and elimination of artificial or trade-distorting barriers to inter- 
national direct investment: 

• Maximum protection for intellectual property rights; and 

• Transparent, effective and timely enforcement of agreements' rules and imple- 
mentation of dispute settlement procedures. 

The Chamber also believes that fast-track authority should be unencumbered by 
requirements to advance labor, environment and other social agenda objectives as 
part of trade negotiations. These issues not only require a considerably expanded 
level of technical expertise at the negotiating table. But as the administration's own 
proposal demonstrates, there would be a very real risk that a wide array of domestic 
labor and environmental laws could end up re-written on a fast-track, with poten- 
tially serious consequences. And finally, twelve of our own potential negotiating 
partners in Latin America repeated on August 24 that they want these issues dealt 
with separately. Trade issues are contentious enough, with the well-being of thou- 
sands of American companies and millions of American workers dependent on con- 
tinued new access to foreign markets. What is already difficult to achieve could well 
become impossible if trade negotiations become loaded down with non-trade issues. 

America's stake in the global economy and its need for open trading rules is grow- 
ing too fast for us not to work together and be in a position to close deals with our 
trading partners. Trade's share of U.S. gross domestic product (GDP) grew from 13% 
in 1970 to 30% by 1995. Between 1985 and 1994, U.S. exports rose 112% while U .S. 
GDP only increased 25%. In that same period, exports generated one-third of Ameri- 
ca's economic growth and about five million new jobs. U.S. firms which export have 
greater productivity and wages that are 20% and 15% higher, respectively, and are 
9% less likely to go out of business in an average year. These companies also experi- 
ence almost 20% faster employment growth than those who never exported or 
ceased export! ng. 
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And this is in a worid where our own market is much more open than those of 
our competitors. We must continue to try to open other markets if we want to pre- 
serve and buiid on those advantages. But we wiii get nowhere if we don't even try. 
And we need fast-track in order to try. 

Opponents of fast-track continue to try to iock in NAFTA's performance as the 
principai criterion on which to base continued U.S. ieadership in trade poiicy. Essen- 
tiaiiy, they argue that (1) NAFTA was a bad mistake, and (2) an even worse mis- 
take wouid be to repeat that mistake in other countries. Both these points are seri- 
ousiy wrong. 

First, NAFTA was and is good for the United States. U.S. exports to Mexico have 
risen over 60 percent since NAFTA took effect. Despite NAFTA opponents' daims 
that miiiions of U.S. jobs wouid move to Mexico (the "giant sucking sound"), the 
U.S. economy is strong and unempioyment is at near-record iow ieveis. Despite 
some continuing serious probiems between the United States and Mexico, we are 
deariy better off than we were before NAFTA took effect, or we wouid have been 
without NAFTA. Both U.S. exports to and imports from Mexico are up dramaticaiiy. 
Whiie we have a significant trade deficit with Mexico as a direct resuit of the coi- 
iapse of consumer demand during their 1995 economic crisis, now that Mexico is 
rapidiy growing again, U.S. exports are rising at a rate of over 20 percent per year 
and the trade baiance is moving sharpiy in our favor. Moreover, thanks to NAFTA, 
Mexican barriers to U.S. exports feii much farther than the U.S.'s aiready iow bar- 
riers feii for Mexico's exports. Resuits inciude U.S. exports to Mexico that— despite 
Mexico's economic probiems— are higher than at any time before NAFTA, as weii 
as an increase in the U.S. share of Mexico's import market from 69% to over 74%. 
And had NAFTA not been in effect, Mexico wouid have been free to respond to their 
own domestic economic probiems by restoring or raising en masse new barriers 
against U.S. exports. 

Second, if we want to continue to accrue these benefits both in the Americas and 
eisewhere, then we must continue to engage the worid economy. But we wiii not 
be abie to do that if we don't cooperate with each other. Aiready, we are seeing the 
adverse cons^uences of fast-track's iapse. As others have pointed out, over twenty 
agreements either have been or are being negotiated without us. The danger— which 
has aiready begun to manifest itseif— is that as other countries negotiate pref- 
erentiai trade and investment terms among themseives, U.S. companies and their 
workers wiii ipso facto find themseives at new disadvantages in those markets. 

Chiie, for exampie, has been a ieader in moving toward free trade in the Western 
Fiemisphere. Whiie Chiie is not a iarge economy, Chiie is considered a modei for 
how other Latin American nations wiii deveiop beyond their borders. Chiie's GDP 
has increased at an annuai average rate of 7.4% over the past five years. That fig- 
ure for the year 1996 is estimated at 6.8% or dose to $73.4 biiiion, $5 biiiion more 
than in 1995. infiation was dose to 6.5% in 1996. Per capita income has increased 
to $4,700 and purchasing power parity to neariy $9,000. That nation's increased 
trade with other countries in the region demonstrates the benefits the nation has 
derived from iowering tariffs and investment barriers. But Chiie is even more im- 
portant symboiicaiiy. A Chiie-U.S. F ree Trade Agreement wouid mark the first such 
agreement between the United States and a South American country. 

Chiie's biiaterai and muitiiaterai deais dot the iandscape of every sub-region with- 
in the Americas. Chiie signed biiaterai deais with both of our NAFTA partners. The 
Chiie-Mexico deai has iowered the duties on neariy 90 percent of totai biiaterai 
trade to neariy zero. As a resuit, 1996 trade jumped between the two nations by 
48 percent. Chiie's free trade agreement with Canada, which went into effect on 
J uiy 1st, eiiminated aii duties on 80% off aii Canadian goods entering Chiie. 

in the Andean region, Chiie has aiso been activeiy striking deais. Chiie and Co- 
iombia have agreed to iower the duties on 333 products traded between the two na- 
tions to zero, in 1996, trade between those two nations rose 23 percent. Chiie and 
Venezueia wiii have tariff-free trade by 1998. Trade between the two nations rose 
70 percent in 1995, and 28 percent in 1996. Furthermore, Chiie and Ecuador have 
signed a deai which wiii iower the tariffs on aii items traded between the two na- 
tions to zero by the end of 1998. 

Chiie has aiso struck a deai with the formidabie trade group of Mercosur, which 
inciudes Argentina, Brazii, Paraguay and Uruguay. Brazii aione accounts for over 
60 percent of South America's GDP, and U.S. exports to Brazii now both exceed and 
are rising faster than U.S. exports to China. Whiie tariff-free trade wiii not be in 
effect untii 2014, significant market opening steps are aiready being taken. Since 
October 1, the Mercosur-Chiie deai has ied to a 30% tariff reduction on 73 percent 
of Chiiean exports, and 81 percent of Chiiean imports. 
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And in 1995, Mercceur and the Eurcpean Union conciuded a broad "framework" 
agreement that inciudes a commitment to negotiate a reciprocai trade agreement. 
Mercosur has proposed compieting such an agreement by 1999. 

Meanwhiie, we have been unabie to iower either the 11 percent duty rate or the 
numerous other non-tariff barriers that U.S. exporters typicaiiy face when trying to 
seii in the Chiiean market. As a resuit, the iong-term growth of our biiaterai trade 
relationship is limited, as are our opportunities to beat out our competitors who al- 
ready have (or will soon negotiate) preferential access to the Chilean market. 

If the United States does not jump start negotiations with this important trading 
partner soon, U.S. businesses will find their current markets eroding. U.S. competi- 
tors will be able to institutionalize favorable customer relationships because the 
U.S. can't negotiate the elimination of tariff and non-tariff barriers that other com- 
petitors don't have to face. 

But this is by no means the only area in which renewed U.S. participation re- 
quires renewed fast-track authority. The Chamber believes such authority is essen- 
tial if the United States is to pursue a variety of legitimate and critical national 
objectives worldwide. These objectives include: 

Unfinished GATT Uruguay Round Business. As important as the Uruguay Round 
agreement (also approved under fast-track) was, it did not finish the job. The Uru- 
guay Round also r^uired that signatories initiate additional negotiations in a vari- 
ety of areas, including intellectual property rights, agriculture, services and govern- 
ment procurement— in many cases within the next three years. Market opportuni- 
ties in these areas total in the trillions of dollars. 

Negotiation of a FreeTradeArea of the Americas (FTAA). In December 1994, thir- 
ty-four western hemisphere heads of state committed to establishment of a FTAA— 
a market of over 750 million consumers— by 2005. A Chile-U.S. FTA was envisioned 
as the first of many steps leading toward that goal. These negotiations are sched- 
uled to be launched in April 1998. The U.S. needs fast-track to participate credibly 
in setting the rules for trade in this region. The U.S. should include among its 
FTAA objectives agreed-upon standards for consistent government rule-making; har- 
monization of technical standards; reduction of existing tariff and non-tariff barriers 
and the avoidance of new ones; investment reforms; and improved intellectual prop- 
erty protection. The European Union and others clearly find these kinds of initia- 
tives worthwhile. And while we stall, they are proceeding along, to our disadvan- 
tage. 

Creation of an Asia-Pacific Free Trade Area. While 2020 may seem a long way 
off for some, in 1994 Asia-Pacific area heads of state similarly agreed that our com- 
bined long-term interests require the progressive elimination of trade and invest- 
ment restrictions by that time (23 years from now) in a region with over half the 
world's population. Already, ASEAN nations have agreed to reduce tariffs to 5 per- 
cent or less on a preferential basis— meaning for them but not us— by 2003. But we 
weren't there. And we won't be there for the rest of the negotiations without fast- 
track. 

As both this administration, its recent predecessors, and outward-looking busi- 
nesses all over the United States believe, U.S. success in 21st century competition 
requires that we continue working to open global markets to U.S. businesses. And 
with smaller businesses rapidly getting more involved in trade in the wake of 
NAFTA and the Uruguay Round— and at the same time continuing to grow most 
of the new jobs in this country— America must stay engaged at both business and 
governmental levels. American business is quite capable of competing and winning 
against anyone in the world when doors are open and the field is level. But when 
other governments block the doors and tilt the fields against us, it is time for our 
government— with the combined support of the legislative and executive branches— 
to make sure that business has the freedom to do what it does best. 

This concludes my testimony. I will be happy to try to answer your questions. 


Chairman Crane. Thank you, Mr. Donohue. 

In your testimony, you indicated the number of small and 
midsize businesses that earn at least 10 percent of their income 
from exports has doubled since NAFTA and the completion of the 
Uruguay round. Maybe you don't have this information available, 
but do you have any general idea how many of those are located 
in I llinois? 
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Mr. Donohue. I would assume a large number and probably oth- 
ers are going to move there shortly. Seriously, Illinois has a num- 
ber of reasons to have, and I am going to tell you a small story 
about this, a number of reasons to have many of those companies. 
They have a good university system and some of the wonderful re- 
search universities there. They have some large and very signifi- 
cant companies for which others provide subcontracting support. As 
a matter of fact, our next chairman for next year runs a company 
in the city of Chicago that competes worldwide with all minority 
labor and with a union. It is one of the best examples of what can 
be done if you give companies an opportunity. I look forward to 
bringing him up and having you meet him. 

Chairman Crane. I look forward to that. I had an interesting ex- 
perience earlier this year when a fellow that does business in the 
Persian Gulf area asked me if I knew how many businesses in my 
district did business over there, and I hadn't the vaguest idea of 
course. 

Mr. Donohue. I will try to find out for you. 

Chairman Crane. He gave me the breakdown of the list. He had 
it. It was over 150 businesses. I looked back home in a little town 
of 6,000 population, one of those was located in that town. I never 
heard of any one of these 150 businesses. They were not even me- 
dium sized. 

Mr. Donohue. Mr. Chairman, with the introduction of the type 
of communications technology we have in this country and the abil- 
ity to bypass what has traditionally been the impediments to small- 
er companies being in the trading business, the future for small 
companies doing business around the world as fabricators, as tech- 
nology suppliers is unbelievable. We need to take the burden of an 
uneven trading competition off American companies. The only way 
to get that done is to pass this legislation and then by the way to 
keep the pressure on the White House to get it done in a timely 
basis and within the constraints of what the Subcommittee expects. 

Chairman Crane. And then proceed to NAFTA expansion? 

Mr. Donohue. Yes, sir. 

Chairman Crane. Very good. All right, Mr. Matsui. 

Mr. Matsui. Thank you, Mr. Chairman. 

Mr. Donohue, I want to thank you very much for your testimony. 

I would like to ask you, in terms of fast track, the business commu- 
nity wants to see— I think you have said you wanted a clean bill. 

I think a lot of us would prefer that. But assuming we can't get 
a clean bill, the U.S. Chamber and others, the Business Round- 
table, would you still support a fast track? Because the concept of 
fast track is to give the President the ability to negotiate a deal 
and come back to the House and Senate for a yes or no vote with- 
out amendments. 

Mr. Donohue. And consultation along the way. 

Mr. Matsui. And consultation which is very important. 

If you don't get a clean bill, you could still support legislation; 
is that right? And obviously it depends upon how far it goes. But 
you could still support it. And pending getting legislation that 
comes out of this Subcommittee on a bipartisan basis, are your 
members willing to work this issue with the Members of the House 
and Senate and Democrats and Republicans? 
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Mr. Donohue. Let me try and answer that question very care- 
fully. 

We obviously all need a fast track bill. We will not be able to 
support a bill that has mandates in it that requires the President 
and his representatives to negotiate trade legislation that must in- 
clude environmental and labor conditions, for a number of reasons. 
First of all, it probably won't pass. Second of all, our trading part- 
ners wouldn't put up with it, and third of all, it doesn't belong in 
trade bills. 

I am a realist and have been around for a while, and I under- 
stand that in 1988, in that legislation and in others, there was 
rhetoric involved in the bill that suggested that the President con- 
sider and the Secretary keep in mind, and the trade ambassador 
not forget. That rhetoric, while we wouldn't like to have it in there, 
is not as negative as mandates in the bill that would say that if 
you don't do these things, we won't give a positive vote on the bill. 
So we are going to support this vigorously right up to the end be- 
cause it is going to be a very close vote. But if some group of people 
from the White House or the Congress at the last minute, and I 
am going to use this word carefully, load mandates into this bill, 
it is my considered opinion that it will not pass and that we would 
oppose it. 

Mr. Matsui. I think what you are saying is correct. Let me say 
this. One of the problems with mandates or making it a core, labor 
and environment, a core part of the agreement and requiring nego- 
tiations in those areas, of course, is— take the CBI, Caribbean 
Basin I nitiative, for example. That really wasn't a trade issue. That 
was really a foreign policy issue. Because the U.S. Government 
didn't want to actually give foreign aid to these countries, the best 
way to help bring these countries up and move them into democ- 
racies, which they were moving into, I believe, in the early to 
mideighties, was by encouraging economic development in the pri- 
vate sector. If you mandate labor and the environment, we would 
have gotten bogged down with the CBI countries. 

One needs to go back to the early eighties and really understand 
what was happening. We had Grenada, J amaica, and a number of 
others. Now those countries are extremely stable. Not only because 
of CBI but because we took an interest in them. 

To some extent the whole issue of Mexico; the NAFTA was a for- 
eign policy issue more than a trade issue. After all, the size of the 
Mexican economy is only 2 percent the size of the U.S. economy 
and so it wasn't going to have an appreciable, maybe 4 percent, ap- 
preciable impact. 

Mr. Donohue. But it has had a major economic impact. 

Mr. Matsui. A positive economic impact, but the real issue was 
to help stabilize the Mexican economy and obviously the political 
system. So if you mandate certain things like labor and the envi- 
ronment you might detract from a President, Democrat or Repub- 
lican's principal goals of both economic well-being but also foreign 
policy issues as well. So I take your statements as something that 
I happen to agree with. 

Mr. Donohue. Congressman, may I suggest that your discussion 
is something that those that are concerned about labor and condi- 
tions of work and about environment should keep in mind. Strong 
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trading relationships that develop economies, provide better stand- 
ards of living, and bring more business into those countries are 
going to have some of the most desirable results that we can get 
in terms of opportunity for workers in improved standard of living 
in those countries and that could be a foreign policy objective, of 
course. 

Mr. Matsui. Thank you. 

Mr. Donohue. Thank you, sir. 

Chairman Crane. Mr. Nussle. 

Mr. Nussle. I don't have any questions. 

Chairman Crane. Mr. Neal. 

Mr. Neal. Thank you. 

Mr. Donohue, nice to see you again, sir. 

Mr. Donohue. Nice to see you. 

Mr. Neal. I am starting to hear more and more in my district 
about the WTO. While I know that some of the evidence isn't clear 
either way yet on the WTO, tends to be reflected in who has won 
and who has lost as it relates to WTO, how do you view the WTO 
at this juncture? 

Mr. Donohue. Mr. Neal, I would like to know a lot more about 
the WTO, as you would, but it is very clear that when one enters 
the worldwide global economy and plays under a series of rules 
that are established in any myriad of trade negotiations, there 
needs to be a place where these things are argued, debated, and 
resolved. 

My concern is that none of these organizations, whether it is the 
WTO or the world labor groups or others begin to set American do- 
mestic policy. While we want to use organizations like that to adju- 
dicate and to— differences amongst us under our agreements and 
to advance world trade, we want to be very careful that their ac- 
tions do not take the place of the Congress and the administration 
of setting our domestic economic and human resources policies in 
this country. Of course we are going to be major players in those 
organizations, we are going to try and advance our agenda, but I 
think the Congress wants to be careful. That is another reason to 
keep a clean bill, not to give third parties power over the things 
that you should control. 

Mr. Neal. Thank you. 

Chairman Crane. Thanks for all you have done to explain the 
benefit of free trade through your members, and I look forward to 
working closely with the Chamber as we move further into the de- 
bate about the necessity of extending fast track authority. 

With that, have a safe flight. 

Mr. Donohue. Thank you very much, sir. Have a nice day. 

Chairman Crane. Thank you. 

I would now like to welcome the next panel of agreement. We 
will begin with Thea Lee, representing the AFL-CIO; Caiman 
Cohen, president of ECAT, Emergency Committee for American 
Trade; Edith Wilson, trade project director for the Democratic 
Leadership Council; and j ames Meinert, director for National and 
International Marketing for Snider Mold Co. 

We look forward to hearing your testimony and would ask that 
you try and keep your oral presentations to 5 minutes. Your print- 
ed documents will be made a part of the permanent record. We 
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shall prcxeed in the order I introduced you with Thea Lee leading 
off. 

STATEMENT OF RICHARD C. TRUMKA, SECRETARY- 

TREASURER, AMERICAN FEDERATION OF LABOR AND 

CONGRESS OF INDUSTRIAL ORGANIZATIONS; AS PRE- 
SENTED BY THEA LEE, AMERICAN FEDERATION OF LABOR 

AND CONGRESS OF INDUSTRIAL ORGANIZATION 

Ms. Lee. Thank you very much. Mr. Chairman and Members of 
the Subcommittee, I am delivering this testimony on behalf of Rich- 
ard Trumka who was taken ill this morning. I appreciate this op- 
portunity to present the views of the AFL-CIO on the current pro- 
posal to extend fast track trade negotiating authority. I will submit 
the full testimony for the record and summarize it here. 

The AFL-CIO and our 13 million members support American 
leadership in the global economy. But we believe it is critical at 
this historical transition period for that leadership and the leverage 
of the American market to be used to protect the rights of working 
men and women all over the world and to safeguard the environ- 
ment, not just to enhance corporate mobility and augment cor- 
porate profits. We, therefore, oppose the fast track proposal that 
President Clinton transmitted to Congress on September 16. 

Remarkably, this proposal is even more restrictive of the Presi- 
dent's ability to negotiate and implement strong and enforceable 
worker rights and environmental standards in trade agreements 
than previous fast track authority. At a time when working fami- 
lies are looking to make progress on these issues, this proposal rep- 
resents a giant step backward. 

I would take some exception to Ambassador Barshefsky's asser- 
tion earlier today that this legislation is no different from earlier 
legislation in this particular area. The language is very different. 
It is dramatically different, and it is worse in terms of labor and 
environment. Certainly, as Ambassador Barshefsky has made very 
clear, labor and environment provisions would not receive fast 
track treatment. They could be broken off, they could be discarded, 
even as the trade agreement was kept whole. This is a big problem. 

I will talk more about some of the other ways in which it is a step 
backward. 

This is a very different fast track bill from the 1988 and 1991 
bills, even the 1974 bill. It is more restrictive in the areas of labor 
and the environment and it is more expansive in terms of the 
agreements that are grandfathered in, the agreement with Chile 
and the entire built-in agenda of the WTO. This is a big departure 
from previous fast track authority and I think a troubling one. 

Worker rights and environmental standards should be at the top 
of our priority list, not relegated to a never never land where 
progress is always promised and never achieved. 

The NAFTA labor and environmental side agreements are too 
weak, not too strong. Labor and environmental protections need to 
be brought into the core of trade agreements, and they need strong- 
er enforcement provisions that apply to all the labor laws covert 
and not just a small subset of such laws. 

We n^ to get off the fast track and onto the right track. The 
proponents of NAFTA and this fast track legislation have focused 
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only on the rhetoric and ideology of free trade. They are hoping to 
sell it to the American public on the basis of a false sense of ur- 
gency, the idea that sp^ is more important than the content of 
new trade agreements. They aren't willing to face up to the con- 
crete costs and unequally shared benefits and burdens of past trade 
policies. 

Increasing the volume of trade brings with it both hidden costs 
and distributional consequences. These costs need to be assessed 
up front, and, as a nation, we need to do a much better job redis- 
tributing the benefits of freer trade and making sure that those 
hurt by trade liberalization receive the training and assistance they 
need to rebuild their lives. 

This fast track proposal marginalizes worker rights and environ- 
mental standards in two ways. First, it limits the negotiating arena 
to the World Trade Organization which has been consistently hos- 
tile to including worker rights and environmental protection in 
trade agreements. Second, it limits labor and environmental issues 
which can be considered under fast track authority to those that 
are directly related to trade, and decrease market opportunities for 
U.S. exports or distort U.S. trade. 

This language is likely to be turned against working people and 
used to weaken labor and environmental standards here and 
abroad. Our aim, in contrast, is to use the leverage of trade agree- 
ments to strengthen and enforce internationally recognized worker 
rights and environmental standards, not negotiate them away. 

In order to achieve enforceable labor and environmental stand- 
ards at the WTO, we would need consensus among the 131 WTO 
members, a majority of which are developing countries. At the last 
WTO ministerial meeting in Singapore last December, the Clinton 
administration could not find even half a dozen allies to support 
our demand simply to establish a working party to study the link 
between trade and worker rights. To relegate the negotiation of 
worker rights to the WTO is to admit defeat. 

Trade agreements have an impact on the safety of food in our su- 
permarkets, the wages and working conditions of American and 
foreign workers, and the integrity of our environment. Let's make 
sure that when we negotiate new trade treatments, all these inter- 
ests have been given their due. 

I just want to take a moment to clarify one other point that Am- 
bassador Barshefsky made and that Congressman Matsui had 
raised about the relative impact of trade and technology on wage 
inequality. Ambassador Barshefsky referred to several studies that 
showed that the maximum impact of trade on wage inequality was 
around one-eighth. In fact, she has ignored several excellent stud- 
ies by scholars from very reputable institutions, including Adrian 
Wood of Sussex University in England and William Cline from the 
Institute of International Economics here in Washington, both of 
whom are free trade supporters. Their estimates are that the im- 
pact of trade on increased wage inequality is around 50 percent. I 
just wanted to add that for the record. 

Thank you very much. I look forward to your questions. 

[The prepared statement follows:] 
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statement of Richard C. Trumka, Secretary-Treasurer, American 
Federation of Labor and Congress of Industriai Organizations 

Mr. Chairman, members of the Subcommittee, I appreciate this opportunity to 
present the views of the AFL-CIO on the current proposai to extend fast-track trade 
negotiating authority. 

The AFL-CIO and our thirteen miiiion members support American ieadership in 
the giobai economy. We believe it is criticai at this historicai transition period for 
that ieadership— and the ieverage of the American market— to be used to protect 
the rights of working men and women aii over the worid and to safeguard the envi- 
ronment, not just to enhance corporate mobiiity and augment corporate profits. We 
therefore oppose the proposai President Ciinton transmitted to Congress on Septem- 
ber 16th. 

Remarkabiy, this proposai is even more restrictive of the president's abiiity to ne- 
gotiate strong and enforceabie worker rights and environmentai standards in trade 
agreements than previous fast track authority. At a time when working famiiies are 
iooking to make progress on these issues, this proposai represents a giant step back- 
wards. 

Worker rights and environmentai standards shouid be at the top of our priority 
iist, not reiegated to some murky never-never iand where progress is aiways prom- 
ised and never achieved. 

Our assessment of the NAFTA iabor and environmentai side agreements— an as- 
sessment shared by most Americans— is that, aithough they r^resent some smaii 
progress in the right direction, they have faiied to protect basic worker rights and 
environmentai standards in the three North American countries. They have faiied 
even in their modest mission to ensure that the U.S., Mexico, and Canada effec- 
tiveiy enforce their own iabor and environmentai iaws. I n order to be more effective, 
iabor and environmentai protections need to be brought into the core of the agree- 
ment, and they need stronger enforcement provisions that appiy to aii the iabor 
iaws covered (not just a smaii subset of such iaws). 

We need to get off the fast track and onto the right track. The proponents of 
NAFTA and this fast-track i^isiation have focused oniy on the rhetoric and ideology 
of free trade. They are hoping to seii it to the American pubiic on the basis of a 
faise sense of urgency, the idea that speed is more important than the content of 
new trade agreements. They aren’t wiiiing to face up to the concrete costs and un- 
equaiiy shared benefits and burdens of past trade poiicies. Yesterday's New York 
Times (9/29/97, pp. Al, 10) reveaied with startiing darity how the increased voiume 
of food imports we are experiencing has swamped our inadequate domestic and bor- 
der inspection infrastructure, with dire consequences for the heaith and weli-being 
of American consumers. These probiems are muitipiying rapidiy as trade barriers 
continue to come down. According to the Times, whiie our food imports have dou- 
bied. Food and Drug Administration inspections of those imports havefaiien to iess 
than haif their ievef in the 1980s. In 1996, the FDA inspected iess than one percent 
of the 2.2. miiiion food shipments imported into this country. 

Dr. David Kessier, former FDA Commissioner, commented: "We buiit a system 
back 100 years ago that served us very weli for a worid within our borders. We 
didn't buiid a system for the giobai marketpiace." 

Imported food poses problems due to polluted water used to grow food in third 
world countries, faulty safety systems, and lack of immunity to microbes not usually 
found in this country. These problems underscore that the goal of trade policy 
should not be simply to increase the volume of trade haphazardly, but also to pay 
attention to how goods are produced. Substandard labor and environmental condi- 
tions often go hand in hand with inadequate hygiene or unregulated use of dan- 
gerous pesticides. 

I ncreasing the volume of trade brings with it both hidden costs and distributional 
consequences. These costs need to be assessed up front, and— as a nation— we need 
to do a much better job redistributing the benefits of freer trade and making sure 
that those hurt by trade liberalization receive the training and assistance they need 
to rebuild their lives. 


The Present Proposal 

Rather than ensuring that future trade agreements contain enforceable protec- 
tions for worker rights and the environment, the present fast-track proposal actually 
guarantees that agreements on worker rights and environmental standards will 
NOT be subject to fast-track treatment. 

This fast-track proposal marginalizes worker rights and environmental standards 
in two ways. First, it limits the n^otiating arena to the World Trade Organization, 
which has been consistently hostile to including worker rights and environmental 
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protection in trade agreements. Second, it iimits the iabor and environmentai issues 
which can be considered under fast-track authority to those that are "directiy reiat- 
ed to trade." 

In the iist of overaii trade negotiating objectives, the Administration’s proposai 
caiis for n^otiations to address iabor and environmentai standards oniy insofar as 
they are directiy related to trade and "decrease market opportunities for U.S. ex- 
ports or distort U.S. trade."This proposai wouid, in essence, instruct the U.S. nego- 
tiating team to try to negotiate away other countries' strong iabor and environ- 
mentai protections. This ianguage is iikeiy to be turned against working peopie and 
used to weaken iabor and environmentai standards here and abroad. Our aim, in 
contrast, is to use the ieverage of trade agreements to strengthen and enforce inter- 
nationaiiy recognized worker rights and environmentai standards, not negotiate 
them away. 

The Administration's fast-track proposai iimits the principai negotiating objectives 
on worker rights and the environment to those negotiated "through the Worid Trade 
Organization." The WTO has been a singuiariy unreceptive forum for the advance- 
ment of trade-i inked worker rights. 

In order to achieve enforceabie iabor and environmentai standards at the WTO, 
we wouid need consensus among the 131 WTO members, a majority of which are 
developing countries. At the iast WTO ministeriai meeting in Singapore iast Decem- 
ber, the Ciinton Administration couid not find even haif a dozen aiiies to support 
our demand to estabiish a working party simpiy to study the link between trade 
and worker rights. To relegate the negotiation of worker rights to the WTO is to 
admit defeat. 

F urthermore, the negotiating objectives with respect to worker rights in the WTO 
seek only symbolic, rather than concrete, results. Our negotiators are instructed to 
pursue the following objectives: "promote respect," "secure a review," and "adopt a 
principle." 

Contrast this set of objectives to that regarding intellectual property rights, where 
our objectives are to: "provide strong protection," "prevent or eliminate discrimina- 
tion," and "provide strong enforcement, ...including through accessible, expeditious, 
and effective civil, administrative, and criminal enforcement mechanisms." 

In the short and medium run, progress on labor and environmental provisions is 
most likely to be achieved in bilateral and regional agreements. The current fast- 
track proposal makes this virtually impossible. Unlike previous fast-track authority, 
this bill limits trade agreements eligible for fast track only to those making progress 
in meeting the principle n^otiating objectives, not the overall objectives. Since the 
reference to worker rights in the principle negotiating objectives makes no mention 
of regional or bilateral trade agreements, labor or environmental provisions nego- 
tiated as a part of such agreements (with Chile or Latin America, for example) 
would not be eligible for fast-track treatment. 

Trade agreements have an impact on the safety of the food in our supermarkets, 
the wages and working conditions of American and foreign workers, and the integ- 
rity of our environment. Let's make sure that when we negotiate new trade agree- 
ments, all these interests have been given their due. 

Mr. Chairman, thank you for the opportunity to share our views. 


Chairman Crane. Thank you. 

Our next witness is Mr. Cohen. 

STATEMENT OF CALMAN J . COHEN, PRESIDENT, EMERGENCY 
COMMITTEE FOR AMERICAN TRADE 

Mr. Cohen. Thank you, Mr. Chairman. 

I am Caiman Cohen, president of the Emergency Committee for 
American T rade, ECAT, and pleased to have this opportunity to ap- 
pear before you. 

ECAT's membership is comprised of the heads of major American 
companies with international operations representing all major sec- 
tors of the economy. 

To summarize my statement, I would like to make six basic 
points. First, the members of ECAT believe that fast track renewal 
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is critically important for us as a nation if the United States is to 
maintain its leadership role in the world. Indeed, if the United 
States does not have fast track, U.S. businesses and workers whose 
well-being is increasingly dependent on international trade, as well 
as our overall national economic interest, will suffer. 

The second point concerns the very major shift that has occurred 
in international trade. In earlier decades, at the time of inter- 
national trade negotiations, the strong push for improved market 
access came from other countries which sought access to the U.S. 
market. Today the situation is quite different. If American compa- 
nies are to prosper, it is they who need access to markets outside 
the United States. Indeed, fast track negotiating authority is nec- 
essary to ensure that our government has the wherewithal to nego- 
tiate with other governments for improved access for American 
companies overseas. 

Third, the international trade and investment of American com- 
panies assures high levels of investment by American companies in 
U.S. capital goods, and research and development. Most impor- 
tantly, it allows American companies with global operations to pay 
their American workers higher wages. I want to emphasize that. 
Our investment overseas and international trade allows American 
companies with global operations to pay their American workers 
higher salaries. 

To detail the ways in which these operations of American firms 
make a difference, ECAT will be releasing a major new study on 
the important benefits to the U.S. economy that result from ex- 
panded trade and foreign direct investment. 

Fourth, ECAT believes that very little progress on fast track will 
be made unless it represents a bipartisan consensus. Fast track is 
too important and should not be buried in partisan politics, as it 
is an initiative that will promote the national economic interest. 

As a number of Members on the Subcommittee have indicated, 
there are those in our society who experience dislocation during a 
time of economic expansion, whether fueled by trade and invest- 
ment liberalization, or by technological change. They should have 
available to them cost-effective programs of education and retrain- 
ing. 

Mr. Chairman, you and the other Members of this Subcommittee 
have helped to ensure that America's trade policy remains biparti- 
san and takes into account the needs of all Americans. We look to 
you and the other Subcommittee Members once again to fashion a 
trade policy appropriate for America's future. 

Fifth, in terms of the scope of the fast track, we in ECAT believe 
that it should be comprehensive and allow the United States to 
maintain a lead role in shaping the global trade agenda into the 
21st century through, multilateral efforts, regional initiatives, and 
bilateral agreements. The train has already left the station in 
South America and elsewhere. If the United States is to be the lo- 
comotor, fast track negotiating authority must be enacted into law. 

Last, much has been discussed this morning about labor and the 
environment. We believe that the inclusion in fast track of 
nontrade-related labor and environmental objectives, standards on 
conditions on which there is little or no international consensus 
would impede the achievement of progress in trade and investment 
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liberalization. Fast track legislation should allow for only those 
labor and environmental provisions that are directly related to 
trade and should include a provision specifying how the standard 
is to be applied. 

We continue to believe that the best means to secure higher 
standards in these areas abroad is to promote greater economic de- 
velopment through increased trade and investment. This very goal 
will be impeded if trade negotiations are conditioned on nontrade- 
related labor and environment issues on which there is little or no 
international consensus. 

In conclusion, Mr. Chairman, we commend you and the other 
Members of the Subcommittee for their efforts in trying to fashion 
a bipartisan fast track proposal. We believe, indeed, that there is 
a great deal of common ground between the various proposals that 
have been introduced and are being developed by the Subcommit- 
tee and the administration. We urge that every effort be made to 
reach a compromise which both Republicans and Democrats in 
Congress can support. We also urge that this be accomplished in 
sufficient time to enable the Congress to enact fast track legislation 
this year. We commit to work with all of you in this regard. 

Thank you. 

[The prepared statement follows:] 

statement of Caiman J . Cohen, President, Emergency Committee for 

American Trade 

Mr. Chairman and Trade Subcommittee members, my name is Caiman Cohen and 
I am President of the Emergency Committee for American Trade, popuiariy known 
as ECAT. I am pieased to have the opportunity to appear before the Subcommittee 
today to present ECAT's views on the importance of extending the President's fast- 
track negotiating authority. ECAT's membership is comprised of the heads of major 
American companies with internationai operations representing aii major sectors of 
theU.S. economy. The annuai saiesof ECAT member companies totai over Itriiiion 
doiiars, and the ECAT companies empioy approximateiy 4 miiiion peopie. 

It is critically important for us as a nation that the United States maintain its 
leadership role in pursuing greater global trade and investment liberalization. If the 
United States abandons this role, U.S. business and workers, as well as our overall 
national economic interest, will suffer. U.S. business risks ceding to their foreign 
competitors the significant new opportunities in emerging markets which are so 
vital to our continued health and expansion, as the U.S. market is now mature in 
many sectors. Over the past decade, U.S. business has worked hard to become inter- 
nationally competitive. As a result, American companies across the economic spec- 
trum— from high technology to agriculture to servi ces— offer that which is best glob- 
ally in terms of products, technology and services. American companies cannot 
maintain this competitive edge unless the United States succeeds in securing great- 
er access to the rapidly expanding emerging markets. 

If the United States does not retain its leadership role in global trade expansion, 
American workers face the loss of new and higher-paying jobs that result from 
greater exports and the growth of the overseas activities of U.S. firms. Instead, 
workers in the markets of our principal foreign competitors will benefit from ex- 
panded trade and job creation. 

Our overall national economic interest would also be jeopardized by the loss of 
U.S. leadership in global trade, as U.S. international trade and investment play an 
essential role in promoting U.S. productivity and economic growth, now providing 
for one-third of the growth in our GDP. The international trade and investment of 
American companies ensures high levels of investment by American companies in 
U.S. capital goods and research and development. Most importantly, it allows Amer- 
ican companies with global operations to pay their American workers higher wages. 
To detail the ways in which the international operations of American firms make 
a difference, ECAT will be releasing a major new study in the near future on the 
important benefits to the U.S. economy that result from the expanded trade and for- 
eign direct investment of American firms. 
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ECAT believes that fast-track extension legislation must be approved this year if 
America is to continue to benefit fully from trade liberalization that will be going 
forward around the globe with or without the United States. It is not a priority that 
we can afford to set aside until next year. Delay now is likely to result in the fast- 
track debate languishing into the twenty-first century with America losing out in 
global competition. 

We also are of the view that little progress will be made on fast-track legislation 
unless it represents a bipartisan consensus. Fast track should not be allowed to be 
buried in partisan politics, as it is an initiative that will promote the national eco- 
nomic interest. At the same time, it is important to recognize that those in our soci- 
ety who experience dislocation during a time of economic expansion fueled by trade 
and investment liberalization should have available to them cost-effective education 
and retraining. Mr. Chairman, you and the other members of this subcommittee 
have helped to ensure that America's trade policy remains bipartisan and takes into 
account the needs of all Americans. We look to you and the other Subcommittee 
members once again to fashion a trade policy appropriate for America's future. 

Flaving commented on the great importance of fast-track legislation, I would now 
like to make a number of points about the substance of the fast-track proposals 
being discussed. 


Scope and Duration of Fast Track Authority 

Fast-track authority should allow the United States to maintain a lead role in 
shaping the global trade agenda into the twenty-first century through multilateral 
efforts, regional initiatives, and bilateral agreements. It should be broad in scope. 
It should allow for the United States to participate fully in further liberalization 
under the WTO through completion of the built-in agenda, particularly in negotia- 
tions on agriculture, services, and intellectual property. On services negotiations, 
fast track should allow for the strengthening of the framework and basic obligations 
under the General Agreement on Trade in Services. 

On investment, fast track should promote the negotiation of agreements to pro- 
vide greater protection for U.S. foreign direct investment and to spur liberalization 
of foreign investment regimes. Fast track should also provide sufficient flexibility to 
allow for the consideration of a Multilateral Agreement on Investment in the event 
the OECD negotiations produce an agreement which provides broad investment pro- 
tection and eliminates foreign barriers to investment. 

Fast track should also authorize the negotiation of r^ional liberalization agree- 
ments, such as the expansion of NAFTA and the establishment of a Free Trade of 
the Americas agreement and an APEC agreement. It should also authorize the nego- 
tiation of sectoral liberalization agreements on tariff and non-tariff barriers modeled 
after the Information Technology Agreement. On information technology products, 
the United States should have the authority to pursue an agreement which address- 
es non-tariff barriers. 

Finally, ECAT believes that fast-track authority should be extended for a multi- 
year period, at least until the year 2001 with the possibility of further extension. 

Consultation 

In pursuing the negotiations described above, fast-track legislation should require 
the Administration to provide thorough notification to Congress of its intent to initi- 
ate negotiations and to enter into agreements. The Administration should also be 
required to consult closely with Congress in initiating and conducting trade negotia- 
tions authorized under fast track. Furthermore, consultation and notification re- 
quirements should apply to all trade agreements negotiated pursuant to its provi- 
sions, not just those falling under Principal Negotiating Objectives. 

Treatment of Labor and Environment Issues 

We believe the inclusion in fast-track legislation of non-trade related labor or en- 
vironmental objectives, standards, or conditions on which there is little or no inter- 
national consensus, would impede the achievement of progress in trade and invest- 
ment liberalization. Therefore, fast-track legislation should allow for only those 
labor and environment provisions that are directly related to trade and should in- 
clude a provision specifying how this standard is to be applied. 

The efforts to include broad labor and environment provisions in the fast-track 
legislation appear to be motivated by two separate concerns. The first seems to be 
perceived threats to the integrity and full enforcement of U.S. labor and environ- 
mental laws. In this regard, we believe it is important to point out that the multilat- 
eral trading rules do not restrict the ability of the United States to fully enforce its 
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labor and environmental laws. For example, in negotiating the WTO Agreement on 
Sanitary and Phytosanitary Measures, the United States was successful in ensuring 
that the rules under the agreement would not hinder the enforcement of high U.S. 
food safety standards. Flealth food safety measures are consistent with WTO rules 
as long as they are based on scientific principles and do not arbitrarily or 
unjustifiably discriminate against imports. Similarly, to the extent that the WTO 
Technical Barriers to Trade Agreement covers product standards which are environ- 
ment-related, it also maintains the United States’ ability to enforce high environ- 
mental, health and safety standards. 

The second objective in including broad labor and environment provisions in trade 
agreements seems to be the advancement of stronger protections in these areas 
abroad. While BOAT companies support strong compliance with U.S. labor and envi- 
ronmental laws, we believe that real progress in achieving stronger labor and envi- 
ronment standards overseas cannot be achieved unless these objectives are pursued 
in the appropriate international fora. Moreover, we continue to believe that the best 
means to secure higher standards in these areas abroad is to promote greater eco- 
nomic development through increased trade and investment. This goal will be im- 
peded if trade negotiations are conditioned on non-trade related labor and environ- 
ment issues on which there is little or no international consensus. 

Conclusion 

We commend the Chairman and the other members of the Committee on both 
sides of the aisle for their efforts in trying to develop a bipartisan fast-track pro- 
posal. We believe that there is a great deal of common ground between the fast- 
track proposal being developed by the Committee and the Administration's proposal. 
We urge that every effort be made to reach a compromise which both Republicans 
and Democrats in Congress can support. We also urge that this be accomplished in 
sufficient time to enable the Congress to enact fast-track legislation this year. 


Chairman Crane. Thank, Mr. Cohen. 

Ms. Wilson. 

STATEMENT OF EDITH R. WILSON, TRADE PROJECT DIREC- 
TOR, DEMOCRATIC LEADERSHIP COUNCIL; AND SENIOR 

FELLOW, PROGRESSIVE POLICY INSTITUTE 

Ms. Wilson. Good afternoon, Mr. Chairman, Mr. Matsui, other 
Members of the Subcommittee. I will summarize my remarks and 
ask that the full statement be entered in the record. 

Mr. Chairman, the Democratic Leadership Council believes that 
President Clinton's request for renewal of traditional fast track ne- 
gotiating authority serves a compelling need of U.S. foreign and 
economic policy and should be approved. It must be renewed and 
it should not be altered in any way that would render it less viable 
as a policymaking mechanism. 

Growth in trade is vital to sustain our country's successful eco- 
nomic strategy. Americans cannot be pro-growth without being pro- 
trade, for international trade now accounts for fully one-third of 
our economic growth. 

At this moment, the fast track negotiating arrangement that has 
served this Nation so well for so long is at risk. Partisan politics 
from the left and the right threatens to produce legislation that 
would tie the hands of this President and his successors. The result 
will be an America negotiating with one hand tied behind her back 
in a world where other nations have never been tougher or smarter 
negotiators on behalf of their own interests. 

The American people reject special interest politics and they dis- 
like partisan politics even more. They want Congress and the 
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President to work together to solve problems, seize opportunities 
and expand economic freedom and political liberty. That is exactly 
what fast track authority does in facilitating our international 
trade initiatives, helping the American economy grow and carrying 
our interests and our values to every corner of the globe. 

Make no mistake about it. Further delay of fast track renewal 
with all that is ahead on the international trade agenda would be 
a triumph of the new protectionism and of economic defeatism that 
would cost Americans dearly. 

Now that the President has made this request for renewal, the 
world is watching. Legislative rejection, no matter how eloquently 
cloaked in humanitarian or procedural terms, will send a message 
around the globe that the United States has abdicated inter- 
national economic leadership, and, worse, abandoned the pursuit of 
our own economic self-interest at the hour of our greatest strength. 
It would confirm to our trading partners that negotiations with the 
United States are doomed to failure in a Congress controlled by 
special interests. 

Congress needs to come up with a bipartisan bill that can pass. 
Of the various positions being advanced, the one that defines the 
political center also makes the most sense for the long-term viabil- 
ity of fast track authority. We call it "no mandates/no new restric- 
tions." No mandates from the left on how social issues must be con- 
nected to trade talks and no new restrictions from the right on 
what interests of the United States can be pursued commercially 
and in trade. 

There should be guidance from Congress in the form of trade ne- 
gotiating objectives and active consultation throughout, but Presi- 
dent Clinton and his successors should have the same broad nego- 
tiating authority that other Presidents have had to get the best 
possible deals for the United States. "No mandates/no new restric- 
tions" is compatible with negotiating on labor and environmental 
issues directly related to trade, an important and necessary clari- 
fication that should be incorporated in the final bill. 

The decision about fast track renewal is not about what powers 
a Republican Congress will give a Democratic President. This is 
about Congress and the President of the United States uniting to 
face formidable challenges from foreign trading partners and, using 
fast track rules of consultation and consideration as guidelines, 
working together to pursue enormous opportunities. 

Congress, as a body, should be careful not to give the executive 
branch unusual powers beyond the traditional fast track proce- 
dures for trade matters. To allow the President to negotiate envi- 
ronmental and labor agreements not directly related to trade under 
fast track rules would be an expansion of Presidential authority. 
Members should examine the legislation as it goes through markup 
and ask themselves: How would I feel about this proposed arrange- 
ment if there were a Republican President and a Republican Con- 
gress? If it was a Republican President and a Democratic Con- 
gress? If Democrats in Congress faced a conservative Republican 
President able to bring labor and environmental agreements in for 
a no-amendment, yes-or-no vote, what would the attitude of, for in- 
stance, environmental organizations be? If you are going to man- 
date some kind of negotiations under this fast track bill, you should 
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be prepared for the possibility that it will be exercised by a Presi- 
dent with whose policies you might disagree. Caution is in order 
and that is why we think a middle of the road position is the ap- 
propriate one. 

There is room in this bill for specificity. But if there is no flexibil- 
ity, America will find itself at a disadvantage whether it involves 
talks about agriculture, information services, or free trade. 

I have some comments on labor and environment which I will 
refer to you in my statement. 

I would just like in closing to remark that there is one element 
oddly missing in this congressional debate and I think Mr. Rangel 
has raised a number of these questions today; namely, how to ex- 
pand the winner's circle at home. Technological progress and trade 
liberalization should go hand in hand with a domestic agenda that 
offers all U.S. workers lifelong access to career training, more effec- 
tive public support for workers in transition, and the means to 
manage their career security by controlling their own health and 
pension resources. Our paramount goal should be to make trade 
liberalization and economic leadership a winning proposition for all 
Americans. 

Thank you. We will do everything we can to renew fast track 
under these conditions and look forward to working with you and 
other Members of the Subcommittee in this regard. 

[The prepared statement follows:] 

statement of Edith R. Wilson, Trade Project Director, Democratic 
Leadership Council; and Senior Fellow, Progressive Policy Institute 

Mr. Chairman, the Democratic Leadership Councii beiieves that President Ciin- 
ton's truest for renewai of traditionai fast track negotiating authority serves a 
compeiiing need of U.S. foreign and economic poiicy and shouid be approved. Fast 
track serves, overwheimingiy, the nationai interest, it must be renewed, after an 
unprecedented three year interruption, and it shouid not be aitered in any way that 
wouid render it no ionger viabie as a poiicymaking mechanism. 

Growth in trade is vitai to sustain our country's successfui economic growth strat- 
egy. Americans cannot be pro-growth without being pro-trade, for internationai 
trade now accounts for fuiiy one-third of our economic growth. As the worid's richest 
country, iargest exporter, and most competitive nationai economy, we have the most 
to gain from opening new markets and enhancing a ruies-based trading system. 

At this moment, the fast track negotiating arrangement that has served this na- 
tion so weii is at risk. Partisan poiitics from the ieft and the right threatens to 
produce iegisiation that wouid tie the hands of this President and his successors. 
The resuit wiii be an America negotiating with one hand tied behind its back in a 
worid where other nations have never been tougher or smarter negotiators on behaif 
of their own interests. 

Lawmakers who oppose fast track renewai shouid heed the iessons of the past two 
eiections: the American peopie reject speciai interest poiitics and they disiike par- 
tisan poiitics even more. They want Congress and the President to work together 
to soive probiems, seize opportunities, and expand economic freedom and poiiticai 
iiberty. That's exactiy what fast track authority does in fadiitating our internationai 
trade initiatives, heiping the American economy grow, and carrying our interests 
and vaiues to every corner of the giobe. 

Special iNTERESTS vs. National iNTEREST 

Of course speciai interests, be they regions, industries, or groups, strongiy oppose 
fast track negotiating authority: it is designed to protect against their domination 
of our internationai commerdai reiations— even whiie offering them ampie input in 
negotiations. Approvai of major trade agreements on an up or down vote aiiows U.S. 
presidents to n^otiate, by assuring our trading partner that any agreement reached 
wiii not be subject to the death of a thousand uniiaterai amendments. Fast track 
procedures grew out of bitter experience: in 1967, Congress amended and repudiated 
a trade deai worked out by the Kennedy Administration. Other countries, not un- 



92 


naturally, became less Interested In negotiating with the United States. Fast track 
procedures were crafted to prevent a repeat of this diplomatic and commercial disas- 
ter. They are designed to ensure that the United States never again becomes captive 
to Industries or groups seeking protection from International competition by putting 
their Interests above those of every American who benefits from steady growth cou- 
pled with lower unemployment, prices, and Inflation. 

Make no mistake about It: Further delay of fast track renewal, with all that Is 
ahead on the International trade calendar, would be a triumph of the new protec- 
tionism and economic defeatism that would cost Americans dearly. Now that the 
President has made his request for renewal, the world Is watching. Legislative rejec- 
tion, no matter how eloquently cloaked In humanitarian or procedural terms, will 
send a message around the globe that the United States has abdicated International 
economic leadership, and worse, abandoned the pursuit of our own economic self- 
interest at the hour of our greatest strength. It would confirm to our trading part- 
ners that negotiations with the United States are doomed to failure In a Congress 
controlled by special Interests. 

Bipartisan Approach to Legislation 

Congress needs to avoid partisan posturing and come up with a bill that can pass. 
Of the various positions being advanced, the one that defines the political center 
also makes the most sense for the long-term viability of fast track authority: "no 
mandates/no new restrictions." No mandates from the left on how social issues must 
be connected to trade talks, and no new restrictions from the right on what interests 
can be pursued. There should be guidance from Congress in the form of trade nego- 
tiating objectives, and active consultation as circumstances change and opportuni- 
ties present themselves, but President Clinton and his successors should have the 
same broad negotiating authority that other presidents have had to get the best pos- 
sible deals for the United States. 

No mandates/no new restrictions is compatible with negotiating on labor and envi- 
ronmental issues directly related to trade, an important and necessary clarification 
that should be I ncorporated into the final bill. No new restrictions means the Presi- 
dent should not be prohibited from pursuing these topics when there is a legitimate 
issue (such as standards). No mandates means that he should not be required to 
introduce them when, in his judgement, they would serve no useful purpose (as in 
many sectoral accords). 

The decision about fast track renewal is not about what powers a Republican Con- 
gress will give a Democratic President. This is about the Congress and the President 
of the United States uniting to face formidable challenges from foreign trading part- 
ners and, using fast track rules of consultation and consideration as guidelines, 
working together to pursue enormous opportunities. This is about the long-term via- 
bility of an essential arrangement between two branches of our government that 
will let the United States negotiate successfully on trade as we enter the 21st cen- 
tury. 

Congress as a body should be careful not to give the executive branch unusual 
powers beyond the traditional fast track procedures for trade matters. To allow the 
President to negotiate environmental and labor agreements not directly related to 
trade under fast track rules would be an expansion of presidential authority. Mem- 
bers should examine the legislation as it goes through mark-up and ask themselves, 
"Flow would I feel about this proposed arrangement if there were a Republican 
President and a Republican Congress? A Republican President and a Democratic 
Congress?" If Democrats in Congress faced a conservative Republican President able 
to bring back labor and environmental agreements for a no-amendment, yes-or-no 
vote, what would the attitude of liberal environmentalists be? If you are going to 
mandate some kind of negotiations, you should be prepared for the possibility it will 
be exercised by a president with whose policies you disagree. Caution is in order. 

There is room in this bill for specificity, but if there is no flexibility, America will 
find itself at a disadvantage, whether it involves talks about agriculture, informa- 
tion services, or free trade with Latin America. We will not have the leverage we 
need because we will have told our negotiators for the next eight years to pursue 
only the narrowest of objectives that Congress could foresee in 1997. This is wrong. 
Ask Bill Brock, Robert Strauss, Carla Flills, Mickey Kantor, or Charlene Barshefsky 
if this is the best way to negotiate. 
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Labor/Environment 

Those genuinely committed to progress on labor and environment issues must not 
be distracted by the din of disinformation over fast track. There are many ap- 
proaches for improving international industrial relations, labor rights, pollution pre- 
vention, and resource conservation that can and are being pursued productively by 
the United States. None of them besides directly trade-related measures r^uires 
the special device of fast track procedures. The President has ample executive au- 
thority to enter into agreements in these areas, most of the time not changing U.S. 
law and therefore not requiring congressional action. 

Trade is important to improving the global environment. Trade increases wealth, 
and with wealth it is possible to pay for smokestack scrubbers, sewers, and other 
systems to clean up pollution and improve public health. Open trade facilitates the 
spread of innovation, such as the environmental technology that America now sells 
around the world. Economic growth helps increase the middle classes in developing 
countries who in turn will generate local demand for clean air, clean water, and the 
enforcement of environmental laws. Finally, trade negotiations give the United 
States additional leverage in other labor and environmental negotiations. Most of 
all, we must raise living standards here and abroad if we seek higher wages and 
increased protection for the environment. Trade helps us do that. 

The history of trade disputes and protectionism should make us pause long and 
hard as we deal with the environmental issues here. At a time when we are finally 
making prepress at a multilateral level in dismantling non-tariff trade barriers, 
there is legitimate concern about whether environmental standards could become a 
new kind of non-tariff barrier. Caution needs to be exercised both by those who wish 
to advance the cause of environmental protection as well as by those who wish to 
expand trade. 

We must guard against the temptation to dictate to other nations what their laws, 
wages, and standards must be. It won't work and already is arousing fierce resent- 
ment abroad. We would never let other nations dictate to us in a similar manner. 
Instead, we must lead in multilateral and regional efforts to share expertise and 
technology, build necessary institutions, work out problems cooperatively, and raise 
standards by mutual agreement. 

Expanding the Winner's Circle at FIome 

In closing, permit me to remark that one element has been oddly missing in this 
congressional debate: namely, how to expand the winner's circle at home. Techno- 
logical progress and trade liberalization should go hand-in-hand with a domestic 
agenda that offers all U.S. workers lifelong access to career training: more effective 
public support for workers in transition: and the means to manage their career secu- 
rity by controlling their own health and pension resources. 

These are all critical elements of a revitalized social compact to allow all Ameri- 
cans to compete and win. Now that the budget is balanced. Congress must turn its 
attention to this unfinished business. Our paramount goal should be to make trade 
liberalization and economic leadership a winning proposition for all Americans. 

Thank you for your consideration of these remarks. I would be happy to take 
questions. 


Chairman Crane. Thank you, Ms. Wilson. 

Mr. Meinert. 

STATEMENT OF JAMES L. MEINERT, SNIDER MOLD CO., 
MEQUON, WISCONSIN; ON BEHALF OF THE SOCIETY OF THE 
PLASTICS INDUSTRY, INC. 

Mr. Meinert. Thank you. Mr. Chairman, it is indeed a pleasure 
to speak before you and your distinguished panel today on behalf 
of the Society of the Plastics Industry and my company, especially 
in support of granting fast track trade negotiating authority to the 
President of the United States. I appreciate this opportunity to 
present the views of SPI, Society of the Plastics Industry, and my 
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company, Snider Mold, which employs 45 individuals near Milwau- 
kee, Wisconsin. We are located in Mequon. 

Over the past 30 years, I have personally been an engineer, gen- 
eral manager, owner, president, and now the last few years I am 
focusing on international marketing for my company. 

We have served the plastics industry worldwide since 1966. 
Snider Mold combines leading edge technology with the skills of 
highly trained craftsmen and engineers to build quality compres- 
sion and injection molds for plastics. Our customers are molding 
companies and end users located in the United States and in many 
other countries. 

We serve the automobile industry. In the agriculture business, 
we serve J ohn Deere, J .1. Case. Also, Harley Davidson is a real 
good customer of ours. We are in the construction industry, a lot 
of material handling containers. In fact, the chairs in this room 
came out of one of our molds, I noticed this morning. 

But Snider Mold has been exporting for more than 30 years, and 
international sales have had a dramatic impact on our company, 
with sales to Mexico, South America, Europe and Asia. Thirty per- 
cent or more of our employees have jobs because of our exporting. 
Within the last few months, we have acquired a large customer in 
Brazil that will result in even greater growth for our company and 
our employees. 

Among the other activities in the international field, I have had 
the privilege of serving as chairman of SPI's international trade 
Committee on plastics and have been honored by being selected the 
1993 Small Business Exporter for the State of Wisconsin. I served 
as president of the M ilwaukee World Trade Association; I have also 
led and been part of numerous trade missions in several countries 
around the world. 

I have a real passion for exporting and will talk to anyone who 
will listen about exports and the merits of trade and my company's 
successes abroad, within my small business community in Wiscon- 
sin, as well as the plastics industry. I feel it is my mission to en- 
courage small companies to be involved in export and to create an 
international awareness. 

Not only do exports strengthen Snider Mold's employment, inter- 
national business enables us to purchase more new goods and serv- 
ices from our local U.S. suppliers and financially support our com- 
munity. Even though my company is very small, the increasing 
global reach of our economy has had a great impact on my compa- 
ny's health. While we have been successful at building Snider 
Mold's international presence, I strongly feel that we could have 
done even better, haa some trade barriers in many markets been 
lowered. 

High tariffs in South America and Asia have been a particular 
problem for us, as well as nontariff barriers in many countries, 
which prevent growth of my small company. Trade barriers hinder 
the ability of Snider Mold and other U.S. plastics companies to 
compete. Lowering these barriers should be a number one priority 
in this country and the U.S. Congress. 

The U.S. plastics industry, as well as all American businesses 
and schools, must prepare workers and students not just to com- 
pete, but to lead globally as we approach the next century. I have 
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made literally hundreds of international business trips over the 
past several decades, and I know that if my company or another 
United States moldmaker doesn't step up to the plate, our competi- 
tors from Asia, Europe and elsewhere will. My competitors from 
other nations aren't waiting around for fast track; they are out 
there developing markets and seeking business from my possible 
customers. 

The plastics industry's future and the future of companies like 
Snider Mold is in the newly industrialized and developing nations 
of South America, Asia and Africa. The long-term potential of these 
markets is huge, as you heard earlier today, and the U.S. plastics 
industry needs to be there. But at the same time, the trade bar- 
riers in those countries also tend to inhibit U.S. exports. In addi- 
tion, while the domestic plastics industry is growing, the pace of 
that growth is dwarfed by the exploding growth in these developing 
countries. 

My company is typical of the many small companies in the U.S. 
plastics industry. The industry has become increasingly more de- 
pendent on international trade, and in the past decade, the trend 
shows every sign of continuing. More than 120,000 plastics indus- 
try, good paying jobs were dependent on international trade last 
year, in 1996, and that is a 20-percent increase in 2 years. It is one 
of the few industries with a positive trade balance. We are doing 
well, but we still need some help. Because of this increasing de- 
pendency on international trade, the SPI board of directors gave a 
strong endorsement to fast track at a recent meeting. 

U.S. plastic sales and employment will be enhanced by trade ne- 
gotiations that remove foreign trade barriers. Trade is good for 
American workers and the U.S. plastics industry employment and 
the employees of Snider Mold Co. 

Mr. Chairman, I honestly can say to you that I don't understand 
the political rhetoric I hear about fast track. Maybe I am very sim- 
pleminded, but simply put, I think it is a bread-and-butter issue 
to those of us who make our livelihood and start to depend on 
trade. The arguments against fast track just don't add up, and I 
think they are really about protectionism and protecting my com- 
pany from growing or protecting my company from hiring more 
workers, protecting my employees from higher wages and better 
jobs. We do not ne^ that kind of protectionism. 

I am the guy with the "frequent flyer" miles; I am going all over 
the world looking for these opportunities, and all I need to know 
is what the ground rules are so I can play the game. I have been 
in hundreds of business negotiations in my business career and 
have been successful internationally because of my willingness to 
appreciate international cultural differences and to manufacture a 
good product that is suitable for the market. But let's face it, those 
negotiations would not have resulted in sales if the person sitting 
across from me doesn't trust my word, doesn't know where I am 
comi ng from. 

The same is true for fast track. Countries that should lower their 
trade barriers won't negotiate with the United States if our work 
can't be trusted. If Congress can amend the work of our nego- 
tiators, nobody would be fool enough to enter the negotiations with 
us. That is why, Mr. Chairman, the country needs fast track. 
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Snider Mold needs fast track, and I urge Congress to pass fast 
track and send it to the President. We really need this commit- 
ment, and I would like to thank you very much for this oppor- 
tunity, letting me present the views of Snider Mold and the plastics 
industry. 

[The prepared statement follows:] 

statement of J ames L. Meinert, Snider Mold Co., Mequon, Wisconsin; on 
Behalf of Society of the Plastics I ndustry, I nc. 

Mr. Chairman, it is indeed a pieasure to speak before you today on behaif of The 
Society of the Piastics Industry, Inc. (SPI) in support of granting fast-track trade 
negotiating authority to the President of the United States. I appreciate this oppor- 
tunity to present the views of SPI and my company, Snider Mold Company, Inc, 
which employs 45 individuals in Mequon, Wisconsin. 

Over the past 30 years, I have been an engineer, general manager, owner, presi- 
dent and now international marketing director for Snider Mold Company. We have 
served the plastics industry worldwide since 1966. Snider Mold Company combines 
leading edge technology with the skills of highly trained craftsmen and engineers 
to build quality compression, injection and structural foam molds. Our customers 
are molding companies and end users located in the United States and many other 
countries. 

Snider Mold has been exporting for more than 30 years. International sales has 
had a dramatic impact on my company, with sales to Mexico, South America and 
Asia. Thirty percent or more of Snider Mold's 45 employees have jobs because of 
Snider's exporting. Within the past few months, Snider acquired a large customer 
in Brazil, which will result in even greater growth for our company and our employ- 
ees. 

Among many other activities in the international field, I have had the privilege 
of serving as chairman of SPI's International Trade Advisory Committee and have 
been honored by being named the 1993 Small Business Exporter for Wisconsin and 
served as President of the Milwaukee World Trade Association. I also have led and 
been a part of numerous trade missions to several countries around the world. 

I have a real passion for exporting and will talk to anyone who will listen about 
the merits of trade and my company's success abroad. Within my small business 
community in Wisconsin, as well as within the plastics industry, I feel it is my "mis- 
sion" to encourage exporting and international awareness. Not only do exports 
strengthen Snider Mold's employment, international business enables us to pur- 
chase more new goods and services from U.S. suppliers and financially support our 
community. 

Even though my company is small, the increasingly global reach of the economy 
has a great impact on the company's health. While I have been successful at build- 
ing Snider Mold's international presence, I strongly feel that Snider could have been 
even more successful had trade barriers in many markets been lower. High tariffs 
in South America and Asia, as well as other non-tariff barriers in many countries, 
prevent the growth of my small company. Trade barriers hinder the ability of Snider 
Mold and other U.S. plastics companies to compete. Lowering these barriers should 
be a number one priority for this country and the United States Congress. The U.S. 
plastics industry, as well as all American businesses and schools, must prepare 
workers and students not just to compete, but to lead, globally, as we approach the 
21st century. 

I have made literally hundreds of international business trips over the past sev- 
eral decades and I know that if my company or another U.S. moldmaker doesn't 
step up to the plate, our competitors from Asia, Europe or elsewhere will. My com- 
petitors from other nations aren't waiting around for fast-track: they are out there 
in developing markets seeking business. 

The plastics industry's future and the future of companies like Snider Mold is in 
the newly industrialized and developing nations of South America, Asia and Africa. 
The long-term potential of those markets are huge and the U.S. plastics industry 
needs to be there. But, at the same time, the trade barriers in those countries also 
tend to inhibit U.S. exports. I n addition, while the domestic plastics market is grow- 
ing, the pace of that growth is dwarfed by the exploding growth in developing econo- 
mies. 

My company is typical of the many small companies in the U.S. plastics industry. 
The plastics industry has become increasingly more dependent on international 
trade in the past decade and that trend shows every sign of continuing. More than 
120,000 U.S. plastics industry jobs were dependent on international trade in 1996, 
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a 20 percent increase just in 2 years!! Because of this increasing dependency on 
internationai trade, the SPI Board of Directors gave a strong endorsement of fast- 
track at a meeting iast week. U.S. piastics saies and empioyment wiii be enhanced 
by trade negotiations that remove foreign trade barriers. Trade is good for American 
workers, U .S. piastics industry empioyment and the empioyees of Snider Moid. 

Mr. Chairman, I honestiy can say that I do not understand aii the compiicated 
poiiticai rhetoric that I hear about fast-track. Simpiy put, it is a bread and butter 
issue to those of us whose iivelihoods depend on trade. The arguments against fast- 
track just don't add up and reaiiy are about "protectionism." Protecting my company 
from growing, protecting my company from hiring more workers, and protecting my 
empioyees from higher wages and better jobs. We do not need that kind of "protec- 
tionism." 

I have been in hundreds of business negotiations in my business career and have 
been successfui internationaiiy because of my wiiiingness to appreciate internationai 
cuiturai differences and to manufacture a good product. But face it, those negotia- 
tions wouid not have resuited in saies if the person sitting across the tabie didn't 
trust my word. The same is true for fast-track. Countries that shouid iower their 
trade barriers won't negotiate with the United States if our word can't be trusted. 
If Congress can amend the work of our own negotiators, nobody wouid be fooi 
enough to even begin the negotiations. That is why, Mr. Chairman, that the country 
needs fast-track and why Snider Moid needs fast-track. I urge the Congress to pass 
fast-track and send it to the President. 

Thank you for the opportunity to express the views of Snider Mold Company and 
The Society of the Plastics I ndustry. 


Chairman Crane. Thank you, Mr. Meinert. 

Ms. Lee, I have a question, if the fast track ianguage does not 
make significant accommodations totheAFL-CiO on iabor and en- 
vironmentai issues, is it your organization's pian then to punish 
members who vote for it? 

Ms. Lee. Punish is a strong word, but certainiy this is an issue 
which is extremeiy important to our members, and which they 
have strong feeiings about, so i can say that this is something we 
care about. And we have communicated that concern to Members 
of Congress, and we are doing the best job we can to iet them know 
exactiy the basis for our concerns. 

Chairman Crane. So if your ianguage were not adopted, you 
wouid have rather have no trade negotiating authority given to the 
USTR. 

Ms. Lee. We wouid rather have no fast track than a bad fast 
track, that is right; and we consider the proposai before us to be 
a bad fast track. We don't consider that to be the end of trade. Cer- 
tainiy the United States is exporting very weii to Latin America 
without fast track, without a free trade area of the Americas; and 
we don't see any reason why trade has to stop just because we 
don't have a fast track biii. 

Yes, maybe there might be a short period before we get new 
trade agreements in piace, but nothing is stopping the United 
States from participating, even without fast track. 

The point we want to make is that before we go ahead and sign 
this sweeping new fast track authority, we want the ground ruies 
that Mr. Meinert was taiking about to be dear, and the ground 
ruies shouid be exactiy what we have taiked about, that companies 
that don't respect basic human worker rights and environmentai 
standards shouid not have preferentiai access to the U.S. market. 
We feei very strongiy about that. 
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Chairman Crane. Well, to be sure, we are carrying on trade with 
non-NAFTA partners in South America, but I learned recently that 
there is a big difference between a similar product, manufactured 
here and in Canada, since Chile went forward with a free trade 
agreement with Canada. The difference is the Canadian product 
accesses the market with no tariff barriers, and the tariffs on ours 
are 10 to 15 percent; and that is not just confined to Chile. 

Ms. Lee. Right. Well, certainly everyone would like to see lower 
tariffs, and I think there are probably a lot of tariff lowering agree- 
ments that can be done outside of fast track. But I think one point 
that is really important to make too is that the relative level of tar- 
iffs is not the only concern in terms of where products are pur- 
chased and where they are sourced. Certainly, if you don't have 
any way in trade agreements to take into account dramatic cur- 
rency movements, as we saw with the Mexican peso, small dif- 
ferences in relative initial tariffs are totally swamped by the cur- 
rency movement. Mexico's pre-NAFTA tariffs fell from about 10 
percent down to much less than that, but the 50% currency devalu- 
ation the year after we signed the trade agreement rendered that 
tariff decrease irrelevant. I guess I am a little bit puzzled as to why 
the negotiating objectives on currency stability and exchange rates 
were actually taken out of this fast track bill relative to earlier fast 
track bills. 

Chairman Crane. Are you familiar with the peso devaluation of 
1982? 

Ms. Lee. Yes. 

Chairman Crane. And its impact? 

Ms. Lee. Yes. 

Chairman Crane. And how long did it take us to recover from 
that? 

Ms. Lee. Well, our exports took several years to recover, but we 
never had a trade deficit of $16 billion back in 1982, and one of 
the reasons is, the whole nature of our trading relationship with 
Mexico is very different in the nineties than it was in 1982. The 
difference is that a lot of our exports to Mexico are now composed 
of intermediate parts and capital goods, things that are used to 
produce goods which are then exported back to the United States 
market. So the fact the Mexican consumer market has still not re- 
covered from the 1994 and 1995 peso crisis is sort of irrelevant be- 
cause a lot of the United States exports to Mexico are fueled by 
consumer demand in the United States, not in Mexico. That is one 
of the reasons we didn't see the same kind of drop in U.S. exports 
that we saw back in 1982, but we did see a massive growth in the 
U.S. trade deficit. That was different from what we saw back in 
1982, and the drop in Mexican GDP was much greater in 1995 
than it was in 1982. 

Chairman Crane. Well, thanks to NAFTA, it took less than 1 
year for us to get into a bigger export total to Mexico than ever in 
history, and it reached an alltime high. 

I would like to ask you, Edie, a quick question. Congressman Vis- 
closky testified earlier that NAFTA is being used as a weapon 
against labor unions. Do you agree? 
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Ms. Wilson. Did the Congressman refer to plant relocation, that 
with trade liberalization with Mexico, plants are now being able to 
move, which is an allegation which I would want to comment on? 

Chairman Crane. I presume it is the sucking sound argument. 

Ms. Wilson. Well, if the reference was to jobs, there was no dis- 
cernible sucking sound. 

Chairman Crane. Well, they did go to Texas. 

Ms. Wilson. They did go to Texas. The United States economy 
creates, in 1 month, hundreds of thousands of jobs— at the moment, 
more than we have, "lost," with trade with Mexico in the 3 years 
since Mexico— since the agreement has been in effect. If the ref- 
erence is to plant relocation and the question of whether a com- 
pany goes in in a labor negotiation and says, unless you give us 
what we want, we are going to take this plant to Mexico, the com- 
ment that you have to make is, plants move all the time. 

Plants in Illinois have labor negotiations where terms of trade 
and advantages in other States of this Union are frequently dis- 
cussed. Terms of trade and labor situations in other countries are 
frequently discussed, there is no law against it; it is not the nicest 
kind of negotiations in the world, but it happens. The question is, 
have we seen a shift in actual trade of plants moving to Mexico; 
and we have clearly seen a movement around North America as it 
has become more integrated economically. 

But we are also seeing this year that the three countries of North 
America have now got impressive economic growth, Canada is pro- 
jected at 3.3 percent this year; Mexico has been upgraded to be- 
tween 5 and 6 percent GDP growth this year. The United States, 
I believe is at 3.7 percent; we are one of the fastest growing regions 
in the world. It seems to me that we are benefiting from the effects 
of this agreement overall. 

Chairman Crane. Thank you very much. 

Mr. Matsui. 

Mr. Matsui. Thank you, Mr. Chairman. 

Ms. Lee, may I ask you a question. Assuming that labor and en- 
vironment were a core part of an agreement, and let's say that we 
didn't have a free trade agreement with Mexico, what would you 
propose in terms of offering— putting on the table labor provisions 
with respect to Mexico? What are some of the things you would 
suggest that would be part of an agreement? 

Ms. Lee. Well, actually, I think the NAFTA labor side agreement 
is a start in the right direction. It is not enough. Some of the prob- 
lems in terms of Mexico and their labor laws is, for one, the mini- 
mum wage, which has lost about two-thirds of its purchasing power 
over the last decade or so. And so the question is whether Mexico 
is actually adhering to its own constitution, which requires a de- 
cent minimum wage. 

I think we need to be able to address the problems of violation 
of the freedom of association and the right to bargain collectively— 
which are written into the NAFTA labor side agreement; but unfor- 
tunately they are written in without any enforcement provisions, 
no arbitration, no dispute settlement mechanism and so on. So it 
is possible to bring cases alleging there has been a persistent viola- 
tion of the freedom of association and the right to bargain collec- 
tively in Mexico, but it is not possible to receive any kind of finan- 
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dal penalties or any kind of sanctions, even when that finding has 
been determined. 

We have looked at five internationally recognized labor rights, 
the same ones that are in U.S. trade law in the generalized system 
of preferences, the Caribbean Basin I nitiative and the OPIC and so 
on. They are the freedom of association, the right to bargain collec- 
tively, prohibition on forced labor, a minimum age for the employ- 
ment of children and acceptable conditions with respect to mini- 
mum wage, hours of work and health and safety. These are core 
ILO conventions that are determined at an international level, that 
we think could be enforced through trade agreements. I guess 
every once in a while I feel puzzled about the vehemence with 
which American businesses oppose these core labor standards. 

We are not asking for other countries to have the same wages 
as the United States or even the same labor standards; we are ask- 
ing for a core set of labor standards to be respected internationally, 
and most American companies, I do believe— certainly they claim 
this is the case— pay decent wages and use environmentally re- 
sponsible methods of production. This should not hurt them; it 
should help them. 

Mr. Matsui. And I appreciate that. We do have some basic 
standards on the International Labor Organization— obviously, 
prison labor; you know, obviously labor in sweat shops— we do have 
certain requirements now. But what you are suggesting is, for ex- 
ample, a minimum wage. 

See, one of the problems with an issue like the minimum wage 
is, that to a large extent it is dependent on factors that are even 
beyond the control of the negotiators. The value exchange rate be- 
tween countries, things of that nature, obviously the inflation rate, 
all of that comes into play here; and if you are suggesting that be- 
fore we do any trading with any country, we should have at least 
the negotiations on collective bargaining agreements, one of the 
problems there is— take China for example. 

China doesn't have collective bargaining; we are trying to get 
them to move over from state-owned industries into a private sec- 
tor situation. I think they are— about 60 percent now is still state 
owned, and obviously we are trying to get them to move further 
into the private sector. And so to raise collective bargaining with 
the Chinese Government at this time probably would be fruitless. 

And so my concern is, are we really talking about issues of labor 
in the environment, or is this really just a way to say, look, we are 
against any kind of trade agreement, because it doesn't seem to me 
like you are going to be able to negotiate these things? 

If we try to negotiate the NAFTA all over again, and we raise 
a minimum wage issue, and I go all the way back to, I guess it was 
the late eighties, the Salinas government, I don't think they could 
have cut that deal. I n fact, I know they couldn't have cut the deal, 
given the state of their economy, given the political instability that 
was there at the time that we found out later about, even worse 
than we thought at the time, I don't know how you can negotiate 
those kinds of things with a country. Now, maybe a country like 
Chile, we can do that, but I think everyone can see that the Chil- 
eans will pretty much work with us on what we want and what 
they want in terms of labor and environmental standards. 
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I think Mexico might have been a unique situation, but even 
there, i think it wouid have been difficuit to get some of the items 
you are suggesting. You can respond. 

Ms. Lee. We wiii never know untii we try, and we won't succeed 
untii we put iabor and environmentai standards at the top of our 
iist of negotiating objectives. 

i think it is true if you go to a country, particuiariy in the devei- 
oping worid, and you say, iisten, we need concessions on inteiiec- 
tuai property rights and finandai services and agricuiture and 17 
other things, and they give you those concessions; and then you ask 
for concessions on iabor rights, you are uniikeiy to achieve them, 
i think if this were something we couid send a consistent message 
to our trading partners about, i think if we had done it from the 
beginning with Mexico, we wouid have succeeded, we wouid have 
prevaiied; we wiii never know at this point. But it is not a poison 
piii and it is not a way of stopping trade; it is a way of saying, 
trade has had a disproportionate burden on working peopie, and 
there are two aspects to it. One is the deveiopment aspect, about 
spurring the right kind of deveiopment in Third Worid partners so 
they do have a good, growing consumer market, they do have a 
strong middie dass; and the other thing is taking the edge off the 
worst kinds of competition that American workers face back home. 

Mr. Matsui. i appreciate it. Let me say this. 

We were citing statistics in terms of what the vaiue of trade is 
in terms of the wage disparity. Now, i understood it to be 10 per- 
cent, maybe a iittie higher than that, i know Ambassador 
Barshefsky said one-eighth was maybe reiated to trade, and you in- 
dicated it couid be up to 50 percent. 

You cited two economists; one is Biii Ciine. See, now i am going 
to have to check that because i was under the impression that Wii- 
iiam Ciine with the institute of i nternationai Economics— i beiieve 
it is the same person we are taiking about— said it was about 10 
percent, but he aiso threw in the immigration aiong with the issue 
of trade. 

Now, i couid be mistaken, but i understood it to be 10 percent. 
Perhaps you have some 

Ms. Lee. i saw a manuscript of his book, which was from maybe 
6 months ago or so, and in it he said— there were two different 
measures he had; one was the gross impact and the net impact. 
But the net impact, if you iook at the 18-percent gap, the growth 
in the wage inequaiity between 1980 and the present, he said, of 
that gap, about haif couid be attributed to trade and another 15 
percent couid be attributed to immigration. But when you iook at 
the gross growth in inequaiity, there was more than 100-percent 
growth in inequaiity. 

So there were many factors that were contributing to inequaiity, 
and if you take aii those factors and iay them out, then trade pi us 
immigration came to more iike one-eighth of the impact. But in 
terms of iooking at that gap, that 18-percent growth in wage in- 
equaiity, haif of that gap was due to trade, according to the iast 
numbers i saw. And if he has revised them since then, then i wiii 
stand corrected. 
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Mr. Matsui. Well, I appreciate this. Obviously, this is an ongoing 
dialog, and I appreciate your testimony. I appreciate the testimony 
from the other panelists as well. Thank you. 

Chairman Crane. Mr. Merger. 

Mr. Merger. I have no questions at this time, M r. Chairman. 

Chairman Crane. Mr. Nussle. 

Mr. Nussle. Thank you, Mr. Chairman. 

I was listening with quite a bit of interest to the last exchange 
with Mr. Matsui, because it is a question that I have pondered over 
quite a bit, and I think most everybody— you may not agree with 
this position, but I think most everybody has quite a bit of concern 
over both of the issues of the environment and labor. The question 
is, how do we effect that change with a foreign country over which 
we have no authority? 

All we have is a negotiating position, and this is a negotiation, 
and what we are talking about here today is who best can nego- 
tiate on behalf of the United States. And I think it has been clear, 
certainly in our modern times, the President of the United States— 
regardless of party, regardless of philosophy, regardless of many of 
the things that get pointed out from time to time in more domestic 
policy, partisan discussions— is the best person to do that. 

And so I guess I, too, want to know what is it— and maybe you 
have some experience in knowing what this would be, but what 
will these countries ask for in return if we go in and start with 
number one and number two being environment and labor? I mean, 
obviously we go in and we say, all right, our negotiation is this, 
this is what we want; and they say, OK, thank you, this is what 
we want. What are they going to ask for, and are we going to be 
able to swallow that? That is the first part. 

The second part is unenforcement. If, in fact, we do get an agree- 
ment with any kinds of changes, they are under quite a bit of fear, 
and part of the reason they say this is a poison pill is, they don't 
want to have trade sanctions over some of these other issues that 
are not solely trade-based issues. And so part of what concerns me 
about this is I think there is a definite effort to try and figure out 
ways to improve this. 

But we have seen certainly a President that your organization 
has supported very well over the last 5 years now has not been 
able to effect hardly any changes in that area, so I am wondering 
what it is that anyone could do to satisfy your concern, and at the 
same time, still get an agreement that anyone can live with? 

Ms. Lee. I think the main thing we have to offer is access to our 
consumer market, which of course is one of the largest and richest 
consumer markets in the world. And whether countries would be 
willing to make agreements on labor and environmental provisions 
in order to have a trade agreement with the United States, I think 
is not unlikely; it is the 

Mr. Nussle. But they have that now, and so what we would pro- 
pose is what— saying to them, if you don't fulfill that part of the 
bargain, we are at trade war with you. 

Ms. Lee. No, we don't have a new trade agreement with you. We 
don't have a trade agreement, let's say, with Latin America. Let's 
say we are talking about a free trade area of the Americas and we 
think 
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Mr. Nussle. Well, we are talking about a trade agreement and 
a trade negotiation. Let's assume we have been able to effect what 
you want, you are supporting it. Now there is a problem, and you 
are saying, quid pro quo is access to our consumer market; so we 
say to them, you can't have access any more. What do they say, you 
can't have access to us? 

Ms. Lee. We are talking about negotiating a new trade agree- 
ment which is lowering trade barriers, let's say, to zero— as we did 
between the United States, Mexico, and Canada over the course of 
15 years— we take our trade barriers right down to zero; and in ex- 
change, is it reasonable to say we need some minimum standards 
on labor and environment, we need adherence to these minimum 
standards, otherwise these goods can't cross the borders with 

Mr. Nussle. But the exchange is, we are both bringing our bar- 
riers down to zero. That is the exchange; you bring yours down, I 
bring mine down, now they are both down. 

Now we want also to get labor standards and we want environ- 
mental standards. How do we get that? What is the other side of 
the bargain on that? 

Ms. Lee. As part of a negotiation to agree to bring the standards 
down to zero, we talk about labor and environmental provisions, 
and we come to a mutually agreed upon solution. And this is some- 
thing the labor movement in the United States has discussed with 
our colleagues— labor and environmental organizations in other 
parts of the world. For the most part, they are not opposed to work- 
ing on this kind of consensus. 

They also see a problem in their countries. They would see this 
as something which would be welcomed, where they could help em- 
power workers, let's say in Chile or in Brazil, to have improve- 
ments in their labor code as part of trade agreements. 

But the reason to tie it to trade agreements, the reason it is im- 
portant is simply, that is where the leverage is in international 
agreements; that is why we have tied intellectual property rights 
protection to trade agreements, because that is how we have lever- 
age over another country to get them to change their own domestic 
laws, to bring them up to U.S. standards. That is what we did 
under NAFTA; we used the carrot of the trade agreement with the 
United States as a way of forcing or convincing Mexico and Canada 
to change their domestic intellectual property rights law so they 
looked exactly like the United States laws. 

Mr. Nussle. That works in some instances with regard to trade 
barriers. But I think the concern the President has been express- 
ing, and others, is that there is almost no way to negotiate that 
and then, in the final analysis, to enforce it; and that would be the 
concern that I have. 

I would just like to go on and just— well, my time is up. But let 
me just, point out, you say here that lawmakers who oppose fast 
track renewals should heed the lessons of the past two elections. 
The last report I saw said that there was pretty much a vast ma- 
jority of Republicans supporting the fast track, and there are only, 

I think, two that were willing to go on record from the Democratic 
side. And I guess I would just encourage you both on that; and you 
also mentioned further delay of fast track renewal, with all that is 
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ahead in the international calendar, would be a triumph for new 
protectionism. 

The President hasn't sent up a bill for 3 years, and we have been 
trying to get him to send up a bill for quite a while. I guess all 
I am pointing out here is, it says here. Congress needs to avoid 
partisan posturing and come up with a bill they can pass. I would 
only suggest, there has been a lot of partisan posturing, and I can 
point out a few partisanships, even maybe within your testimony. 
And I would only ask that I think you have a lot of work to do with 
regard to many of the folks you have access to; and I would encour- 
age you, because I know you are a strong supporter. It appears all 
of your membership and council is for it; I think they have a lot 
of work to do if we are going to get this done. 

Ms. Wilson. I think your comments are very well taken, sir. 

Chairman Crane. I would just add a footnote. 

The Trade Subcommittee went to the Singapore Ministerial Con- 
ference last December and thanks to Charlene Barshefsky's tireless 
work, we got the ITA agreement. But she did raise the question of 
labor, and they all totally rejected it and said, send it to the ILO. 
So it is not something that helps you leverage in the trade n^otia- 
tion, there are other vehicles. In the next panel, we are going to 
have a representative from the National Wildlife Federation who 
will testify to environmental questions and what is the best way to 
proceed. 

Mr. Cohen. Mr. Chairman, may I just make one comment with 
regard to some of the dialog on labor and environment? There 
seems to be an assumption here in some of the discussion that if 
there is going to be improvement overseas in the areas of labor and 
environment, it is only going to occur because the United States de- 
mands it. That assumption is mistaken when we look at the way 
development has occurred around the world. The historical record 
suggests that improvement in a country's labor and environment 
standards is tied to its economic development. As many have ob- 
served over the years, the improvement in the standards in the 
United States and Europe and, elsewhere has come about with the 
rise in the per capita income level. This suggests a different way 
of moving toward the achievement of what all Americans want: 
Higher standards in developing countries in the areas of the envi- 
ronment and labor. 

Chairman Crane. I agree wholeheartedly. 

Mr. Levin. 

Mr. Levin. Thank you, Mr. Chairman, thanks for letting me par- 
ticipate as a Member of the Full Committee. I wish, Mr. Chairman, 
that there were more of us listening to this discussion in the last 
half hour, because I think it has probably been the most fruitful 
discussion— and so let me just say a couple of words hoping to fur- 
ther it. 

I would hope, from our discussion of the last half hour, that no- 
body would call this a social issue, as is often done and is, I think, 
suggested in some of the testimony from this panel. What we have 
been talking about is an economic issue. 

I also would hope that the people would not say it is unrelated 
to trade. The discussion about direct relationship to trade very 
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much worries me, but these are issues that are related— that are 
part of the economic flow between countries. 

Let me just cite a column in the Wall Street J ournal of 1 week 
ago, where it said— by Mr. Seib, who doesn't agree with my posi- 
tion on this, but he says— which isn't to say that labor and the en- 
vironment should be ignored, they shouldn't— "Ultimately, lax labor 
and environmental standards become comparative advantages, 
which is a trade issue." And I think that is simply well put. 

You can argue how much of a trade issue it is, how much of an 
impact that comparative advantage is, but it is a comparative ad- 
vantage. And also let me suggest, when it said that we can't dic- 
tate, I have been involved with USTR now for over a decade and, 
Mr. Crane, what we have been doing these 10 years under Repub- 
lican and Democratic administrations is to try to persuade other 
countries to open their markets, to create access for our goods. And 
you can call that dictation if you want, but what we are trying to 
do is to force other countries to adopt the open market system that 
we have in the United States— not carbon copy, but to move in that 
direction. 

And the issue is, if we are forcing them to move in that direction 
in terms of capital markets and in terms of investments, why 
should we not do it that they move in that direction in terms of 
free labor markets. I think that is the issue. 

And to say it is a social issue is wrong, to say that we can't dic- 
tate is wrong. With support of management and labor— some of us 
were over in Geneva talking at the Uruguay round about continu- 
ation of our laws on dumping. Were we trying to dictate to other 
countries? You're darned right, we were trying to dictate: Don't 
dump your goods in our country, and if you do, we want to be able 
to retaliate. 

So this discussion of the last half hour, I think, has been useful 
to get at what is a basic issue here, which isn't a social issue and 
isn't an issue of irrelevance. I don't know if any of you want to com- 
ment on that, but I think that this is how to focus what the discus- 
sion is. It is not just a power play; there is a basic issue of concern 
here, and that is why the concern of the American public is 

Mr. Matsu I . Are you asking a question? 

Mr. Levin. Yes, if anybody would like to respond. 

Mr. Cohen. I was going to respond, Mr. Levin, in part by saying, 

I don't believe there is any disagreement with regard to the ne^ 
for advancement in the area of labor and environment standards. 

I think, indeed, the debate, the discussion I heard all this morning 
and into the afternoon is how best to achieve it. A number of points 
have been made. Among them is one that I would subscribe to. As 
I mentioned 1 moment ago, perhaps the most potent tool to ad- 
vance labor and environment standards is economic development. 

Mr. Levin. OK. Let me just say a word about that as someone 
who has worked on it. 

I don't think you should assume that economic development will 
automatically move up labor conditions when the structure of the 
country works in the opposite direction and when the national poli- 
cies of that country are to suppress working conditions in order to 
stimulate exports. And if you want to say that it is automatic, I 
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think you can cite some cases where they go together, but I can cite 
some cases where they don't. 

Mr. Cohen. I would say, over time, when you have market forces 
at work, they are eventually reflected not only in the economic 
realm, but also in the social realm. There have been many debates 
before you and the other Members of this Subcommittee with re- 
gard to the effect of market forces on China. One of the basic argu- 
ments of the Americans business community is that the growth of 
market forces in China and trade with China is subversive, that is, 
that it is undermining the repression of the Chinese state and in- 
creasing individual choice for Chinese citizens. 

Mr. Levin. My time is up. Let me just say to you and to every- 
body else who is here, not only does that forfeit any role on human 
rights in terms of the bargaining process, but the bottom line is 
that we will accept WTO accession from China on minimal terms; 
that we will not insist on their moving in certain directions be- 
cause, ultimately, development will move them in that direction. 
And I think that for the business community that is a dangerous 
argument, it is a developing country, so give them a free ticket. 

Mr. Cohen. With all due respect. Congressman, we would not 
subscribe to that view. We will work with you. We want see China 
meeting the obligations of WTO membership, the same obligations 
of other countries in the WTO. I do not support China's accession 
on minimalist terms. It must be on commercially acceptable terms 
that the Chinese enter the WTO, and we commit to working with 
you in that regard. 

Mr. Levin. There is an inconsistency there because what we are 
saying, then, is we want, in bargaining with developing countries, 
there also to be on terms that move them, in terms of labor mar- 
kets, toward a free labor market as well as a free capital market. 
That is an economic issue and, I think, a reasonable position. How 
you do it can be legitimately argued, but don't dismiss it as irrele- 
vant. 

I appreciate your indulgence, Mr. Chairman. 

Chairman Crane. Well, I am glad to hear you do, since on that 
last panel you took us to less than 60 seconds before the vote, and 
I, unlike Sandy, did not have on my imported Nikes from China. 

Mr. Levin. They gave us 5 minutes to spare, Mr. Chairman. 

Chairman Crane. Sure thing. 

I want to thank you all very much for your thoughtful insights 
and observations about international trade, and we look forward to 
working with you, because I think it is essential that we get this 
fast track renewal this year, otherwise we could be hanging in 
limbo for 3 or 4 years, and that would be one of the greatest trage- 
dies that I can think of in all the years I have served in this place. 

So with that, we will now call our next panel, and I would like 
to introduce them. We will begin with Matt Destler, director of the 
Center of International and Security Studies, University of Mary- 
land, and a visiting fellow at the Institute for International Eco- 
nomics; followed by Bob Vice, president of the California Farm Bu- 
reau, on behalf of the American Farm Bureau; Alan Tank, chief ex- 
ecutive officer of the National Pork Producers Council, on behalf of 
Agriculture for Fast Track; and finally, Steve Shimberg, vice presi- 
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dent for Federal and International Affairs for the National Wildlife 
Federation. 

And we will begin with Mr. Destler and proceed in the order in 
which you all were introduced. 

STATEMENT OF I.M. DESTLER, DIRECTOR, CENTER OF 

INTERNATIONAL AND SECURITY STUDIES, UNIVERSITY OF 

MARYLAND; AND VISITING FELLOW, INSTITUTE FOR 

INTERNATIONAL ECONOMICS 

Mr. Destler. Thank you very much, Mr. Chairman. I will, like 
others, race through my statement, referring others to my full 
statement for the record. 

Chairman Crane. Let me remind you that if you could just try 
and compress your oral presentations to 5 minutes, all of your 
printed statements will be made a part of the permanent record. 

Mr. Destler. Thank you. 

I also would refer people to my new study called Renewing Fast 
Track Legislation. Fast track is one of the great innovations of the 
past quarter century in the congressional process. It does for trade 
policy what the new budget process does for taxes and spending. 
Thus, my basic conclusion is a simple one. Fast track should not 
only be renewed, it should be made permanent. 

Since the Trade Act of 1974, it has effectively bridged the divi- 
sion of power between the two branches. It gives the executive 
branch negotiators the credibility to negotiate. It guarantees a 
major congressional role in trade policy while reducing members' 
vulnerability to special interests. 

Fast track is a congressional, not an executive branch, invention. 
It was worked out on Capitol FI ill the very week President Richard 
Nixon was listening to White Flouse tapes whose release would 
force his resignation. 

As actually carried out, fast track has reinforced the congres- 
sional role, through the so-called nonmarkup process, the sessions 
that this Subcommittee and its Senate counterparts have had with 
the administration on every major fast track implementing bill. At 
the meetings. Members made recommendations as to the specific 
language of this implementing legislation, and Presidents from 
Carter to Clinton have honored these recommendations when they 
sent down the implementing legislation. 

Why does the United States need fast track now? The general 
answer is that market-expanding trade negotiations enable our 
government to shape the terms of globalization to the advantage of 
Americans. Globalization itself is inevitable. Blocking fast track 
will not stop it, just as the absence of fast track has not stopped 
it over the past 372 years. The specific answer to the question of 
why now is that there is an important negotiating agenda which 
requires fast track for its effective pursuit. This was spelled out 
this morning by USTR Charlene Barshefsky and others, so I will 
skip over the part of my statement dealing with that specific agen- 
da. 

What should be the content of fast track legislation? At mini- 
mum, it should give the President and USTR a negotiating man- 
date through the current presidential term with provision for ex- 
tension. Both the President and informally this Subcommittee have 
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proposed such a time period. I made a more ambitious proposal in 
my book, which I will summarize in a second, but to make clear 
where I stand, I think fast track should be extended whether or not 
the specific refinements I suggest are adopted. I find it hard to 
imagine a proposal that the President and the protrade forces in 
Congress can agree on that would not be a major improvement on 
the present situation. 

Let me now summarize six specific proposals. First, Congress 
should recognize the permanence of U.S. engagement in the global 
economy by making fast track permanent. Congress should write 
fast track into law without a time limit. Sixty-three years after the 
Reciprocal Trade Agreements Act of 1934, it is time to recognize 
that trade-expanding negotiations are the ongoing policy of the 
United States. 

Second, Congress should assure effective oversight by providing 
that Congress must authorize in advance the specific negotiations 
to which fast track applies. This is the way the procedure worked 
initially. The two major laws, those of 1974 and 1988, were written 
for the multilateral Tokyo and Uruguay rounds. Therefore, the bill 
enacted this year or early next should, in my view, not only include 
a permanent reenactment of the fast track process, but explicit au- 
thorization for its use in a range of negotiations which would be 
clearly indicated in the law. The point is that the administration 
should make a case for what negotiations it wants to initiate under 
fast track, and Congress should review that case and to decide 
whether and to what extent to endorse it. 

Third, we need to find a constructive compromise on labor and 
environmental issues which are important and which lack consen- 
sus to be dealt with effectively through trade negotiations. I think 
the suggestion by Edith Wilson, in her testimony— no mandates, no 
new restrictions— is an excellent formula for a compromise. 

Fourth, we should develop along with fast track, a serious pro- 
gram to help American workers make the most of globalization. 
Congressman Rangel has been especially interested in this, and I 
think it is a vital part of the U.S. response to globalization. Many 
workers are help^; many workers are not helped. The latter 
should receive our hdp. 

Fifth, I think the Congress should, as this Subcommittee has 
suggested, narrow the provision in prior l^islation that fast track 
implementing bills can contain any provision "necessary or appro- 
priate." But I would be reluctant to go as far as to limit it to just 
"necessary" or to insist on a very tight relationship between nego- 
tiating objectives and fast track implementing bills. The solution 
may lie in a combination of measures: A further narrowing of the 
administration's proposed language; perhaps adoption of the pre- 
vious Ways and Means Committee proposal that the President sub- 
mit an advance statement of exactly what is strictly necessary for 
implementing an agreement; and an additional r^uirement that I 
suggest that the President submit, when he puts in his implement- 
ing legislation, a statement listing all provisions that are not strict- 
ly necessary so that the Subcommittee and the Congress will have 
an idea what has been added, which may be useful, but is not 
strictly required. 
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Finally, I think the fast track timetable could be brought up to 
date to reflect how the process has actually operated in the 20 plus 
years since it was originally enacted. First, I think it could require 
the administration to present draft implementing legislation for 
comment by the Subcommittees; in other words, I think it could 
codify the nonmarkup process as it has existed in practice from the 
agreements from the Tokyo round through NAFTA and the Uru- 
guay round. 

Second, I think it would be reasonable to shorten the maximum 
time allowed for consideration of an implementing bill, once sub- 
mitted, from 90 to 45 days, since the legislative process and the de- 
liberative process is largely complete by the time the President's 
implementing bill is submitted. 

Let me conclude as I began. Fast track procedures have served 
the Nation well. They need renewal now so that the Clinton admin- 
istration, working with the Congress, can move U.S. trade policy 
forward once again. Thank you. 

[The prepared statement follows:] 

statement of I.M. Destler, Director, Center of International and National 

Security Studies, Univeristy of Maryland; and Visiting Fellow, Institute 

for International Economics 

Fast track is one of the great innovations of the past quarter-century in the Con- 
gressionai process, doing for trade poii^ what the budget process has done for taxes 
and spending. Thus my basic conciusion is a simpie one— fast track is shcxild not 
only be renewed; it should also be made permanent Since its inauguration in the 
Trade Act of 1974, it has effectiveiy bridged the division of power between the two 
branches. It gives executive branch (USTR) n^otiators needed credibiiity to con- 
dude trade agreements by assuring other nations' representatives that Congress 
won’t rework them; it guarantees a major Congressionai role in trade policy while 
reducing members' vulnerability to special interests. 

The second point is worth elaborating, for as I explain in my new study, fast track 
is a Congressional, not an executive branch invention. It was developed when Con- 
gress rejected a procedure the Nixon administration had proposed and substituted 
one where Congress retained the power of final up-or-down action on trade agree- 
ments which reduce non-tariff barriers. 

Fast-track in practice, as actually carried out, has reinforced the Congressional 
role. Beginning with the Tokyo Round in 1979, members have insisted on playing 
an active part in the drafting of Presidential implementing bills. Your committee 
and its Senate counterpart participate in drafting sessions labeled "non-markups," 
and Presidents from Clinton to Carter have included the Congress! onally- 
recommended language in their non-amendable implementing legislation. 

But despite the efforts of this committee. President Clinton has lacked this trade- 
negotiating authority for three-and-a-half years— from April 15, 1994 to the present. 
The longest previous period since 1974 when a President lacked this authority was 
less than eight months, from J anuary 3rd to August 23rd 1988. It is past time for 
the President and Congress to agree on a formula for fast-track extension and end 
this very bad situation. 

Why does the United States need fast-track now? The general answer is that 
market-expanding trade negotiations enable our government to shape the terms of 
globalization to the advantage of Americans. Globalization itself is inevitable: block- 
ing fast track will not stop it, just as the absence of fast track hasn't stopped it over 
the past three-and-a-half years. But in an age where the US economy depends more 
and more on export expansion for its dynamism, and where export jobs are espe- 
cially good jobs— paying more, offering benefits superior tojobs in import-competing 
industries— we need to empower our trade negotiators to strike deals which bring 
down foreign import barriers, which in most cases are much greater than our own. 

The specific answer to the "why now" question is that there is an important nego- 
tiating agenda which requires fast-track for its effective pursuit: free trade with 
Chile and other steps toward a FreeTrade Area of the Americas (FTAA); scheduled 
negotiations under the World Trade Organization presenting particular opportuni- 
ties for the United States (in agriculture, services, and other economic sectors): and 
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opportunities for market iiberaiization with East Asia, especiaiiy with nations in the 
Asia-Pacific Economic Cooperation (APEC) forum. 

What shouid be the content of the fast-track iegisiation? At minimum, it shouid 
give the President and USTR a negotiating mandate through the current Presi- 
dential term, with provision for extension— both the President and this committee 
have proposed such a time period. I have set forth a more ambitious proposal in 
my book, and I will get to this in a minute. But to make it clear where I stand, 

I think fast track should be extended whether or not the specific refinements I pro- 
pose are adopted. I find it hard to imagine a proposal that the President and the 
pro-trade forces in Congress can agree on that would not be a major improvement 
on the present situation. 

That being said, I have made several specific proposals in my new book, and I 
will summarize them here. I believe that Congress should: 

(1) Recognize the permanence of US engagement in the giobal economy by making 
fast track permanent Congress should write fast-track into law without a time limit. 
Sixty-three years after the Reciprocal Trade Agreements Act of 1934, it is time to 
recognize that trade-expanding negotiations are the ongoing policy of the United 
States. 

(2) Assure effective Congressionai oversight by providing that Congress must au- 
thorize^ in advance, the specific negotiations to which fast track appiies. This was 
the way fast track worked initially— the two major laws, those of 1974 and 1988, 
were written for the multilateral Tokyo and Uruguay Rounds. Things grew more 
complicated, however, when the authority was broadened to include free-trade 
agreements. No one anticipated when Congress acted that Mexico would seek a such 
an agreement, and Congress didn't get a truly clean shot at that before the agree- 
ment was completed. This weakened, I believe, the legitimacy of the fast-track proc- 
ess. My proposal would prevent a recurrence, and buttress fast track's legitimacy. 

When I say Congress should authorize in advance, I don't mean that the Clinton 
administration should have to come back later to get approval for its current trade 
agenda. The bill enacted this year, or early next, should In my view Include both a 
permanent reenactment of fast-track process and explicit authorization for its use for 
a range of negotiations, which would be clearly indicated. This authorization could 
be very specific— free trade with Chile— or more general— any agreement advancing 
free trade with Western Hemisphere countries, if Congress wished to endorse that 
general policy direction. It should certainly include the sectoral negotations on the 
WTO's current schedule. The point is that administration should make a case for 
what negotiations it wants to be free to initiate under fast track, and Congress 
should review that case and decide whether and to what extent to endorse it. 

My proposal is not without its disadvantages— there are problems, in the words 
of one critic, with having Congress "vote twice on everything," once at each end of 
a negotiation. It could reduce the administration's negotiating flexibility. On the 
other hand, if Congress had voted explicitly to authorize NAFTA— standing alone— 
in 1991, and I believe it would have, the vote in 1993 would probably have been 
a bit easier. And if my proposed formula had been in effect since 1994, it is highly 
likely we'd have negotiated free trade with Chile: the administration would have 
proposed it, and Congress would surely have approved. So I think that, on balance, 
a permanent, two-tiered fast-track law is best for trade and for democratic process. 

(3) Find a constructive compromise on labor and environmental Issues. As stated, 
this may strike you as neither brilliant nor helpful. But it reflects a conviction first, 
that these issues are too important to be ruled out and second, that there is cur- 
rently neither national nor international consensus in favor of including, in trade 
agreements, binding provisions on labor and environmental standards enforced by 
the threat of trade sanctions. 

Clearly globalization affects US workers and the environment, sometimes ad- 
versely. The nation and the world need to confront these connections if workers are 
to win an equitable share of the gains from trade, and if trade is to reinforce, rather 
than undermine, steps toward a better global environment. Hence we should explore 
whether some problems in these spheres that are clearly trade-related can be ad- 
dressed by the trade n^otiating process. 

But the short-term yield of any such negotiations, particularly on labor standards, 
is likely to be modest. Nor is it clear that trade negotiations are, in most cases, the 
best arena for addressing these problems. The circumstances, therefore, demand a 
compromise. The Clinton administration proposal represents one genuine effort in 
this direction: this committee has suggested another. My sense is that, in their prac- 
tical impact, the two are not very far apart. If the political will is there, I am sure 
you can reach common ground which recognizes that first, the Clinton administra- 
tion will (and, I believe, should) continue to raise these issues internationally and 
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second, that any viable agreements on labor and environmental standards will re- 
quire bipartisan support, including some support within the business community. 

(4) Develop, along with action on fast-track, a serious program to help American 
workers make the most of globalization. Many workers gain from globalization, but 
many do not. International agreements on labor standards, even if achievable, are 
unlikely to have more than minuscule impact on those who are hurt. Much more 
relevant to their immediate situation is actions we can take within the United 
States. Therefore, President Clinton and Congress should complement the enormous 
emphasis he has put on expanding opportunities for higher education with a broad 
new effort to give workers the wherewithal to engage in the marketplace even when 
forced to change jobs. Apprenticeship and retraining assistance should be available 
to all in need, specifically including those disadvantaged or displaced by trade and 
globalization. 

(5) Narrow the provision in prior legislation that fast-track implementing bills can 
contain any provision "necessary or appropriate" to carrying out a trade agreement— 
it is too permissive. But I think it would be unfortunate to eliminate all flexibility 
here— either by confining legislation to what is clearly "necessary" or by drawing a 
tight connection between the implementing bill and statutory negotiating objectives. 
A solution may lie in a combination of measures: 

• concerning what provisions can be included in implementing legislation, a fur- 
ther narrowing of the administration's proposed language; 

• adoption of the Ways and Means proposal that the President submit an advance 
statement stating what statutory changes are strictly necessary to implement the 
agreement: and 

• an additional r^uirement that the President submit, with the implementing 
bill, a statement listing all provisions not strictly "necessary," together with an ar- 
gument (for each) as to why it is appropriate for fast-track rather than ordinary leg- 
islation. 

I also suggest opening fast-track implementing bills to amendment on the money 
provisions required under Congressional rules to offset the budgetary impact of loss 
of tariff revenue. 

(6) Finally, bring the fast-track timetable up to date to reflect how the process has 
operated in practice. Specifically, I would suggest: 

• requiring the administration to present draft implementing language for com- 
ment by the committees of jurisdiction prior to formal submission of the implement- 
ing bill (this would codify the non-markup process): and 

• shortening the maximum time allowed for consideration of an implementing 
bill, once submitted, from ninety to forty-five days. 

Let me conclude as I began. Fast track procedures have served the nation well. 
They have made it possible for the executive branch to negotiate credibly on com- 
plex, non-tariff trade measures that require Congressional action to implement. 
They have protected Congress's democratic, constitutional role. They need renewal 
now so that the Clinton administration, working with the Congress, can move US 
trade policy toward once again. 

Thank you. 


Mr. Nussle [presiding]. Thank you. 

Mr. Vice, representing the American Farm Bureau, welcome. 

STATEMENT OF BOB VICE, PRESIDENT, CALIFORNIA FARM 
BUREAU; ON BEHALF OF AMERICAN FARM BUREAU 
FEDERATION 

Mr. Vice. Thank you, Mr. Chairman, Members of the Sub- 
committee who aren't here but will return, I am sure. I am Presi- 
dent of the California Farm Bureau, but I am giving this statement 
today for the American Farm Bureau, on whose board of directors 
I serve. I want to thank the Subcommittee for having this hearing. 

I think our membership represents about 85 percent of all those 
that farm both here in the United States as well as Puerto Rico. 

Fligher living standards around the world depend upon mutually 
beneficial trade among the Nations. As living standards rise, the 
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demand for high-quality products grows. The transition to higher 
living standards depends on trade agreements that protect each na- 
tion's ability to exchange goods and services freely in an open mar- 
ket atmosphere with minimum disruption. Our members agree that 
free trade is the ultimate goal; however, there are disputes with 
many of our trading partners that need to be addressed as the ad- 
ministration moves forward in negotiating new treaties to further 
expand access to markets. 

The Farm Bureau is pleased that President Clinton has proposed 
authorization of the fast track, and especially with the specific lan- 
guage that is included for agriculture. 

We heard much testimony this afternoon about the regional 
trade agreements, and I won't repeat those, but we have been left 
out, having only signed 1 of those 30 in the last 4 years. 

The Farm Bureau urges the administration to include three 
issues in its proposal, and we are pleased that the administration 
has responded to some of our concerns. Flowever, the language does 
not fully encompass the concerns we expressed, and we have been 
very pleased with the response we have had from the administra- 
tion and Members of this Subcommittee to broaden and further de- 
fine these points. 

Our first concern was addressed with the following language: 
'The principal negotiating objectives of the United States regarding 
trade barriers and other trade distortions are to expand competi- 
tive market opportunities for U.S. exports and obtain fairer and 
more open conditions of trade by reducing or eliminating tariff and 
nontariff barriers and policies and practices of foreign governments 
directly related to trade that decrease market opportunities for the 
U.S. exports or distort U.S. trade." 

We strongly support this language and are very familiar with the 
section under agriculture, however, we ask you to go one step fur- 
ther as you refine the administration's proposal by including that 
tariffs must be eliminated within a specific timeframe. After 11 
years of a free trade agreement with Israel, we still haven't gotten 
one box of citrus into Israel. We must put our trading partners on 
notice at the time this bill is passed by Congress that the United 
States is serious about reaching zero tariffs. This language would 
provide assurances to agriculture that the administration is serious 
about negotiating away tariffs and tariff inequities, such as those 
that are currently imposed on United States dairy and poultry 
products by Canada. 

The Farm Bureau's second concern is all future negotiations bind 
our trading partners to resolving sanitary and phytosanitary issues 
on the basis of sound science or by using recognized specific prin- 
ciples as laid out in the Uruguay round agreement for agriculture. 
The term "unjustified" is just too vague and unfocused. 

With the removal of the tariff barriers, we have experienced 
growing market disruptions based on health and safety claims that 
cannot be justified by scientific principles. The Europeans, China, 
Russia, many countries are very expert at this. We need to be blunt 
with our trading partners. All sanitary and phytosanitary barriers 
to trade must be based on sound scientific principles. Our trading 
partners should expect we will respond immediately when barriers 
are raised. 
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The third issue is directly related to this and was addressed in 
the overall negotiating objectives with the following language: 'To 
further strengthen the system of international trading disciplines 
and procedures including dispute settlement." 

Now that several of our major cases have gone through both the 
NAFTA, and GATT, General Agreement on Tariffs and Trade, dis- 
pute settlement processes, we know that the basic dispute resolu- 
tion systems are good systems, but they were not designed to re- 
spond quickly to disputes over perishable crops. We market many 
perishable products that encompass a broad range of growing and 
harvesting seasons and processing methods. The dispute settlement 
system is basically well designed, but must be made more effective 
and time sensitive to meet the n^s of perishable commodities. 

We are delighted that other issues, such as intellectual property 
rights, transparency and state trading have been addressed, as 
well as a broad range of agriculture issues. 

The Farm Bureau is concerned with the extent of labor and envi- 
ronmental issues included in this trade proposal, as well as actions 
by the administration that it has taken in support of international 
treaties that will greatly disadvantage U.S. agriculture in world 
markets. These include the actions taken at the Montreal Protocol 
recently concluded in Montreal, Canada, to speed up the ban on 
methyl bromide as proposed by the global climate change agree- 
ment to be concluded in j apan this December. 

Banning the use of methyl bromide would take a critical export 
and production tool away from U.S. farmers while continuing to 
allow its use by our competitors. The proposed global climate 
change treaty will be counterproductive to our farmers who are al- 
ready leading the world in conservation practices and efficient use 
of fuel and fertilizers, while leaving many of our competitors ex- 
empt from the terms of these agreements. 

I wish to submit, by the way, a copy of our statement on the 
global climate change, if I could, with my testimony. 

Mr. Nussle. It will be include in the record. 

Mr. Vice. We believe these issues are best addressed in their re- 
spective international bodies and not through the World Trade Or- 
ganization. WTO was not designed to address these issues, nor 
does it have the resources to do so. USTR's resources are needed 
to address the growing number of trade issues facing industrial 
countries arouncT the world. 

Mr. Chairman, the U.S. market is already open; many of our 
competitors are not. The United States is the most open major 
market in the world, and we must work together if we are going 
to continue to open our competitors' markets. To do this we must 
have the strongest trade agreements possible. Agreements must 
not jeopardize our industry, our social issues, but must move us 
forward to the global marketplace. 

International trade can and does create significant markets for 
U.S. agriculture commodities. Agreements must ensure trade is 
both free and fair for all products. We need to continue to monitor 
and enforce the accords to make sure that benefits that were prom- 
ised to farmers and ranchers are fully realized and move us for- 
ward in creating new and stronger markets for U.S. products. For 
this to be accomplished. Congress must be willing to commit nec- 
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essary resources to agencies that are responsible for monitoring 
international trading disciplines and procedures. 

In conclusion, Mr. Chairman, our current trade agreements have 
been basically good for agriculture, but adjustments are needed for 
some sectors. Negotiating and modifying existing trade agreements 
and establishing new agreements is critical to the competitiveness 
of U.S. agriculture. I n order to do this, the President must have the 
authority, with satisfactory safeguards, to go forward and negotiate 
with our trading partners. Without this authority our trading part- 
ners will not take our negotiations seriously, and the Americans' 
leadership role in the international trade arena will be greatly di- 
minished. 

Thank you again for having this hearing and us having an oppor- 
tunity to testify before you. Thank you. 

[The prepared statement and attachments follow:] 

statement of Bob Vice, President, California Farm Bureau; on Behalf of 
American Farm Bureau Federation 

Mr. Chairman and members of the Committee, I am Bob Vice, president of the 
Caiifornia Farm Bureau. I am here today representing the American Farm Bureau 
Federation as weii as the Caiifornia Farm Bureau. I want to thank you for this op- 
portunity to testify concerning fast-track and its impact on agricuiture. The Amer- 
ican Farm Bureau represents 4.7 miiiion member famiiies in the United States and 
Puerto Rico. Our members produce every type of farm commodity grown in America 
and depend upon export markets for over one-third of our production. 

Fligher iiving standards around the worid depend upon mutuaiiy benefidai trade 
among nations. As iiving standards rise, the demand for our high quaiity products 
grows. The transition to higher iiving standards depends on trade agreements that 
protect each nation's abiiity to exchange goods and services freely in an open market 
atmosphere with minimum disruption. Our members agree that free trade is the ul- 
timate goal. Flowever, there are disputes with many of our trading partners that 
need to be addressed as the administration moves forward in negotiating new trea- 
ties to further expand market access. 

Farm Bureau is pleased that President Clinton has proposed the Export Expan- 
sion and Reciprocal Trade Agreement Act of 1997, especially with the specific lan- 
guage for agriculture. 

We must keep in mind that the President's proposal is not a treaty or trade agree- 
ment but an authorizing document. This legislation enables this administration and 
the next to n^otiate trade agreements in consultation with Congress. 

The administration's ability to negotiate good agreements is critical to opening 
doors for U .S. trade. Of the 30 regional and bilateral agreements completed over the 
past four years, the United States is only a signatory to one. Other countries are 
forging ahead while the administration has not had the authority to negotiate new 
or renegotiate existing trade agreements. 

Farm Bureau urged the administration to include three issues in its proposal and 
we are pleased that each of these has been addressed. Flowever, the language does 
not fully encompass the concerns we expressed and we have been very pleased with 
the response we have had from the administration and members of this committee 
to broaden and further define these points. 

Our first concern was addressed with the following language: 'The principal nego- 
tiating objectives of the United States regarding trade barriers and other trade dis- 
tortions are to expand competitive market opportunities for United States exports 
and obtain fairer and more open conditions of trade by reducing or eliminating tariff 
and non-tariff barriers and policies and practices of foreign governments directly re- 
lated to trade that decrease market opportunities for United States exports or dis- 
tort United States trade." We strongly support this language as well as the similar 
language under the section on agriculture. 

Flowever, we ask that you go one step further as you refine the administration 
proposal by including that tariffs be eliminated within a "specified time frame." We 
must put our trading partners on notice, at the time this bill is passed by Congress, 
that the United States is serious about reaching zero tariffs. This language would 
provide assurance to agriculture that the administration is serious about negotiat- 
ing away tariffs and tariff inequities such as those currently imposed on U.S. dairy 
and poultry products by Canada. 
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Farm Bureau's second concern is that all future negotiations bind our trading 
partners to resolving sanitary and phytosanitary issues on the basis of sound 
science, or by using recognized scientific principles as laid out in the Uruguay 
Round agreement for agriculture. The term "unjustified" is too vague and unfocused. 

With the removal of tariff barriers we have experienced growing market disrup- 
tions based on health and safety claims that cannot be justified on scientific prin- 
ciples. The Europeans, China, Russia and many other countries are expert at this. 
We need to be blunt with our trading partners. All sanitary and phytosanitary bar- 
riers to trade must be based on sound scientific principles, and our trading partners 
should expect that we will respond immediately when barriers are raised. 

The third issue is directly related to this and was addressed in the overall nego- 
tiating objectives with the following language: 'To further strengthen the system of 
international trading disciplines and procedures including dispute settlement." 

Now that several major cases have gone through both the North American Free 
Trade Agreement (NAFTA) and the General Agree settlement processes, we know 
the basic dispute resolution systems are good systems, but are not designed to re- 
spond quickly to disputes over perishable products. 

We market many perishable products that encompass a broad range of growing 
and harvesting seasons and processing methods. The dispute settlement system is 
basically well designed but must be made more effective and time sensitive to meet 
the needs of perishable commodities. 

We are delighted that other issues such as intellectual property rights, trans- 
parency and state trading have been addressed, as well as the broad range of agri- 
cultural issues. 

Farm Bureau is very concerned with the extent of labor and environmental issues 
included in this trade proposal. We believe these issues are best addressed in their 
respective international bodies and not through the World Trade Organization. The 
WTO was not designed to address these issues nor does it have the resources to do 
so. The Office of the United States Trade Representative was not created to resolve 
labor and environmental debates. USTR's resources are needed to address the grow- 
ing number of trade issues facing U.S. industries around the world. 

Mr. Chairman, the U.S. market is already open. Others are not. The United 
States is the most open major market in the world. We must work together toward 
continuing to open our competitors' markets. To do this we must have the strongest 
trade agreements possible. Agreements must not jeopardize our industry for social 
issues but must move us forward in the global marketplace. The administration 
must have the authority guided by sound trade objectives and principles to nego- 
tiate and bring to Congress trade agreements that will benefit agriculture and the 
nation. 

International trade can and does created significant markets for U.S. agricultural 
commodities. Agreements must ensure that trade is both free and fair for all prod- 
ucts. We need to continue to monitor and enforce these accords to make sure the 
benefits promised to farmers and ranchers are fully realized and move forward in 
creating new and stronger markets for all U.S. industries. For this to be accom- 
plished, Congress must be willing to commit necessary resources to agencies respon- 
sible for monitoring international trading disciplines and procedures. 

Attached to this testimony are a few specifics on why this is so critical to the na- 
tion. 

Mr. Chairman, our current trade agreements have been basically good for agri- 
culture but adjustments are needed for some sectors. Negotiating and modifying ex- 
isting trade agreements and establishing new agreements is critical to the competi- 
tiveness of U.S. agriculture. In order to do this the President must have the author- 
ity to go forward and negotiate with our trading partners. Without this authority 
our trading partners will not take our negotiators seriously and America's leader- 
ship role in the international trade arena will be greatly diminished. 

Thank you for holding this hearing and we look forward to working with you on 
this important issue. 


Attachment 

The ability to expand existing markets and open new markets will dictate the fu- 
ture of our industry and the well-being of the nation. I have included some points 
why trade and good trade agreements are critical to agriculture. 

The well-being of US agriculture is tied to competitiveness in global markets. U .S. 
agricultural exports have more than doubled from $29 billion in 1984 to $60 billion 
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in 1996. Much of this growth has been attributed to efforts to open markets through 
trade agreements and muitiiaterai trade negotiations, increasing per capita income 
in the rest of the worid, production shortfaiis in key regions, a weaker U.S. doiiar 
and greater exports of vaiue-added products. To guarantee the continuation of this 
trend, market expansion must beaiiowed to continue. 

Good trade agreements are critical to opening markets. The rapidiy expanding 
giobai economy presents enormous opportunities for farm famiiies and agri- 
businesses. In a worid where over 95 percent of the worid's consumers iive outside 
of the United States, and where U.S. agricuiture aiready depends on exports for one 
third of aii saies, we must have new and expanded markets. 

Commercial competitiveness is critical to our position of global leadership. Europe, 
Canada, China, J apan and others are forging preferentiai commerdai aiiiances with 
emerging markets, which put American exports at a disadvantage. Those trade aiii- 
ances aiso piay a vitai roie in defining strategic reiationships between countries and 
regions. 

Exports create American jobs. Today, more than 11 miiiion American jobs are sup- 
ported by exports, inciuding one in every five manufacturing jobs— good jobs, pay- 
ing 13-16 percent more than non-trade reiated jobs. Over the iast four years, one 
quarter of our economic growth came from trade— exports created 1.4 miiiion new 
jobs. Agricuiture depends on exports for one-third of aii saies. If we are to raise our 
standard of iiving, we must continue creating jobs through exports. 

Agriculture The next round of taiks in the Worid T rade Organization are to begin 
in 1999. American agricuiture must be in position to iead the renegotiation of the 
Uruguay Round Generai Agreement on Tariffs and Trade for agricuiture. Some 
issues of importance in this round inciude: increased market access; resoiution of 
state trading issues; greater transparency between trading partners; greater adher- 
ence to sound science in resoiving sanitary and phytosanitary issues; ruies of origin; 
export subsidies; internai support schemes disguised as environmentai payments; 
deariy defined trade in geneticaiiy modified organisms and an overaii trade in prod- 
ucts of biotechnology based on sound science. Negotiations to cut trade barriers in 
the $526 biiiion giobai agricuiture market wiii define the structure of American ag- 
ricuiture for the next decade. 

Giobai negotiations wiii address other key areas such as inteiiectuai property 
rights, customs and government procurement ruies which wiii not oniy affect agri- 
cuiture, but aiso the overaii soundness of our economy. 

Sectoral Agreements: Negotiating authority wouid be used to negotiate industry 
sectors where the U.S. is most competitive. Barriers must be reduced in areas iike 
environmentai technology, biotechnology, medical equipment and computer soft- 
ware, areas where America leads the world. 

Regional Trade Agreements: Continuing regional initiatives presents vast opportu- 
nities, and keeps the U.S. on a competitive basis with our neighbors and trading 
partners who, in some cases, have moved forward with agreements that would be 
disadvantageous to the U.S. 

Latin America and the Caribbean: This area was the fastest growing market for 
U.S. exports in 1996. If trends continue, Latin America and the Caribbean will ex- 
ceed the EU as a destination for U.S. exports by 2000 and exceed J apan and the 
EU combined by 2010. 

Asia: Contains the fastest growing economies in the world, with nearly 3 billion 
people. Independent forecasters put 1996 GDP for the region at $2.8 trillion and ex- 
pect real growth of 6 to 7 percent annually for the next 15 years. 

Other countries are breaking down barriers for their producers. Since 1992, our 
competitors have negotiated 30 regional trade pacts without us. In every region of 
the world, this process continues. MERCOSUR is a developing customs union with 
ambitions to expand to all of South America; the EU has begun a process to reach 
free trade with MERCOSUR; China's "strategic priorities" include Mexico, Argen- 
tina, Brazil, Chile, and Venezuela; J apan has undertaken high-level efforts in Asia 
and Latin America. Canada has reached a trade agreement with Chile that will pro- 
vide an 11 percent tariff reduction on Canadian products. Every time an American 
company competes to sell to Chile, it will face an immediate 11 percent disadvan- 
tage. Canada also negotiated to exempt its supply managed dairy and poultry sec- 
tors from the agreement, allowing it to at any time in the future impose tariffs simi- 
lar to those keeping U.S. dairy and poultry products out. This sets a very bad prece- 
dent for Canada to use during the 1999 WTO negotiations for exempting sectors of 
the industry. 
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Statement 
of the 

American Farm Bureau Federation 
on 

Global Climate Change 

Farm Bureau is very concerned that the proposed climate agreement threatens U.S. agriculture. 
U.S. and international negotiators are pressing for legally binding reductions in greenhouse gas 
emissions. New regulatory controls for agriculture have been proposed. They include new taxes 
on fuel and fertilizer, forced mileage requirements for light trucks and other motor vehicles, 
controls on planting, cultivation and harvesting and production of crops and livestock. 

These new regulations may be counter-productive. U.S. farmers are already leading the world in ... 
conservation tillage and efficient use of fuel and fertilizer-practices which significantly reduce 
greenhouse gases. Imposition of new, heavy-handed, “one size fits ail” regulations will interfere 
with these economically efficient and environmentally advanced farm management plans— 
production practices which have significantly reduced greenhouse gas emissions when compared 
to practices in other countries. 

Fuel cost increases imposed by the treaty mean big hardships for family farms like mine. A sixty 
cent-per-gallon increase in diesel and gasoline and 50 percent hike in electricity costs are 
possible, according to some analysts. More conservative estimates by the Commerce Department 
say that a 26 cent per gallon increase in motor fuel costs is likely. Fuel and energy-related inputs 
such as fertilizer and pesticides account for about one-fourth of farm operation expenses. 

Farmers will be dealt a double-blow overseas. No controls would be placed on some of our 
strongest competitors in international agricultural markets. More than 130 countries, including 
Mexico, China, South Korea, Chile, India and Argentina, are exempt. Some of these developing 
countries have lower labor and production costs and would be given a major competitive 
advantage. 

The agreement makes no sense. It won’t help the environment and it will hurt the economy. By 
the administration’s own projections, carbon dioxide emission increases from developing 
countries will soon out pace those of the United States or other developed nations. Such 
measures would create a giant cloud over the future viability and competitiveness of U.S. 
agriculture. 

As it currently stands, the climate agreement will impose major new production costs on U.S. 
agricultural producers, severely disadvantage farmers in international markets and disrupt family 
farm and ranch operations. Farm Bureau welcomes this unprecedented opportunity to join with 
industry, labor and consumer interests in opposing the proposed climate agreement. 


Mr. Nussle. Thank you, Mr. Vice. 

It is now my personal pleasure to introduce a friend of mine and 
a fellow Iowan, Alan Tank, the chief executive officer of the Pork 
Producers. 
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STATEMENT OF ALAN TANK, CHIEF EXECUTIVE OFFICER, 

NATIONAL PORK PRODUCERS COUNCIL; ON BEHALF OF 

AGRICULTURE FOR FAST TRACK 

Mr. Tank. Congressman, thank you very much, and I certainly 
appreciate the opportunity to be here today. I am appearing here 
today on behalf of a coalition of 46 agricultural organizations, rang- 
ing from farmers and ranchers to processors. I have attached a list 
of that coalition to my testimony. 

I suspect many people who are listening today are wondering 
why American agriculture has two people on this very important 
panel and more importantly with regard to this hearing. I think it 
is important to put into perspective, American agriculture is the 
largest employer, both directly and indirectly, in the United States, 
employing about 18 percent of the work force, a significant portion 
of that coming from exports. 

Second, the U.S. agriculture industry is generally the lowest cost, 
highest quality producer in the world and without fast track will 
not be able to add economic comparative advantage to its fullest ex- 
tent. 

Third, the value of U.S. agriculture exports have grown to about 
$60 billion in 1996, of which 23 billion is a positive trade balance 
that benefited the citizens of the United States. It is the single 
largest sector of our positive balance of trade. 

World food and fiber demand is expected to double in the next 
35 years. Clearly, we believe that the future growth and profit- 
ability of American agriculture depends on trade expansion, and 
the only real vehicle to achieve that trade expansion is through fast 
track negotiating authority. 

There are many, many reasons why fast track is extremely im- 
portant to American agriculture, and I will try to outline five of 
them because I think those are the ones that are extremely rel- 
evant to this discussion. 

First of all, as Congressman Dooley pointed out earlier this 
morning, there has been a proliferation of new trade agreements 
between our agricultural competitors and our world customers. In 
fact, American agriculture is very concerned about that. Mr. Vice 
referenced that in his testimony as well. There have been more 
than 100 bilateral and regional trade deals that have been signed 
in the last 5 years, and to put this into perspective, yesterday's 
J apan Times, of which a colleague of mine is in Tokyo at the 
present time, he had a copy of a paper showing the economic min- 
isters of Asia and Europe were meeting to talk about a number of 
things, and one of those is securing foodstuffs for the Asian commu- 
nity, and clearly without fast track we can't be at the negotiating 
table with our Asian trading partners, and the European Union ac- 
tually will be repositioning itself. 

Second, from the Chicago Tribune, and if the Chairman were 
here today, I would point out last Friday they pointed out the trade 
between MERCOSUR, the regional trading bloc made up of Argen- 
tina, Brazil, Uruguay and Paraguay and Europe, now exceeds $40 
billion, exceeding that of the United States with that very same 
trading bloc, and so fast track negotiating authority is going to be 
extremely important. 
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For American agriculture, it is important to realize that our fail- 
ure to act, Congress' failure to act, or the administration's failure 
to act is actually fostering growth in agricultural competitors 
throughout the world, whether they be in Canada, whether they be 
in South America, in any region that we compete with. It is impor- 
tant to understand that American agriculture will be the single 
largest beneficiary of any of these trade agreements. We will gain 
additional market access, we will reduce export subsidies, we will 
reduce internal supports, of which most of American agriculture 
has eliminated at the present time, and as a result we are going 
to be a very significant beneficiary, and we believe that as a result 
of that, it is very, very imperative to move forward. 

Third, there are some very strong provisions within the adminis- 
tration's agricultural section of the fast track negotiating authority, 
particularly pertaining to market access, the sanitary and 
phytosanitary issues, dispute resolution of biotechnology and state 
trading. I think it is very important that this administration and 
this Congress recognize there are serious challenges facing Amer- 
ican agriculture internationally. We all know that if we export 
products, we generate significant economic growth, we generate 
significant new jobs, significant new revenues, and we really are 
talking about the future of American agriculture. If we are going 
to have growth, if we are going to have profitability, if we are going 
to provide food and fiber for the world's populations, we have to 
have fast track negotiating authority. We have to have access to 
the world's population. 

It has been said many, many times that 95 percent of the world's 
population lives outside our borders. This is a very mature market 
in the United States for U.S. agricultural producers. We have to ex- 
ploit the potential of the international marketplace. You can only 
do that through fast track. 

We very much appreciate the leadership of this Subcommittee 
and of the administration in moving forward on this very critical 
issue. On behalf of the coalition of 46 agriculture and commodity 
organizations, I want to thank you, Mr. Nussle, for the opportunity 
to be here this afternoon. Thank you. 

[The prepared statement and attachment follow:] 

statement of Alan Tank, Chief Executive Officer, National Pork Producers 
Council;on Behalf of Agriculture for FastTrack 

Good morning, Mr. Chairman, and Members of the Subcommittee. I am Ai Tank, 
Chief Executive Officer of the Nationai Pork Producers Councii. We represent more 
than 80,000 pork producers in 44 affiiated states. I am appearing before you on be- 
haif of 46 organizations representing every sector of production agricuiture in the 
United States— from farmers and ranchers to commodity traders and processors to 
end product manufacturers. A iist of these organizations is provided on the front 
page of my written statement. We compiiment you on holding this hearing, Mr. 
Chairman, and appreciate the opportunity to testify before you today. 

As we prepare to enter the 21st century, U.S. agriculture is facing a tremendous 
challenge and responsibility— to supply world demand for food and fiber which is ex- 
pected to more than double in the next 35 years. Meeting this challenge will require 
flexibility in crop management to maximize production. It will require more sophis- 
ticated technologies to enhance yields and reduce input costs while protecting the 
environment. And it will require fair and enforceable rules for international trade 
that ensure greater access to growing markets. 

We have taken the first step by adopting the "Freedom to Farm" concept in the 
Federal Agricultural Improvement and Reform Act of 1996. Under Freedom to 
Farm, government no longer directs production of basic commodities and idling of 
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productive farmland. In exchange, farmers must rely increasingly on the market- 
place to support their income. As world demand and exports increase, our ability 
to access and compete for foreign markets will be vital to the success of this new 
farm program. 

We are taking the second step toward meeting future world demand by adopting 
new technologies that make agriculture more efficient. These innovations include 
Global Positioning Satellite (GPS) systems that adjust the amount of fertilizer and 
crop protection chemicals applied to particular "grids" of each field. They include no 
till crop rotation and int^rated pest management practices. And they include the 
rapid acceptance of genetically enhanced crops that reduce input costs and diversify 
markets. Each of these new technologies is making U.S. agriculture more productive 
and more sustainable, which are both necessary to meet future demand. 

The third step— providing fair and enforceable trading rules— requires leadership 
by our government to require other countries to further open their markets to agri- 
cultural trade. The North American F ree Trade Agreement and the Uruguay Round 
Agreement made progress toward greater trade liberalization in our sector. But the 
job is by no means complete. Without U.S. leadership in preparing for the next 
round of negotiations, which is scheduled to begin in 1999, the world will slide to- 
ward restrictive import policies and into bilateral and regional trading arrange- 
ments. And the ability of U.S. agriculture to meet global demand will be diminished 
rather than enhanced. 

Mr. Chairman, opponents of Fast Track argue there is no reason to move forward 
with this legislation at this time. Some suggest we can wait until next year. Or, if 
next Fall's elections make consideration of Fast Track too great a political risk, we 
can wait until 1999. Or even 2001. I can assure you that U.S. agriculture literally 
cannot wait for new trade negotiations to begin. Simply stated, with 95 percent of 
the world's population living outside the borders of the United States, Fast Track 
is the only real avenue we have to opening the global market for U.S. agricultural 
products. 

Let me offer three good reasons why we need Fast Track now. First, existing rules 
for resolving disputes and enforcing settlements on sanitary and phytosanitary 
issues are inadequate. The number and severity of import restrictions based on food 
safety concerns are growing out of control. In recent years, the European Union has 
restricted U.S. pork imports because of differences in our processing methods, U.S. 
beef because we use growth hormones to maximize feed efficiency, and U.S. tallow 
because of unsubstantiated reports of BSE. The U.S. has considered restricting im- 
ports of Mexican avocadoes because of potential insect infestation, and strawberries 
because they may be responsible for a hepatitus outbreak in California. Other coun- 
tries are imposing their own restrictions on these and other products. 

While a step in the right direction, the Sanitary and Phytosanitary agreement ne- 
gotiated in the Uruguay Round, resolving complaints is extremely time consuming. 
By the time a case is concluded, the industry involved has lost years of exports and 
market share, and consumer acceptance of its product has been seriously impaired. 
Even after a case is decided, enforcement procedures are unable to ensure reversal 
of an unfair SPS action. In addition, global concerns about food safety have grown 
incrementally with each incident. Unless the SPS rules are strengthened in the near 
future, there could be a major meltdown in consumer confidence in the ability of 
government agencies to protect the safety of the world's food supply. 

A second and related reason for immediate action on Fast Track authority is the 
lack of accepted standards and rules governing international trade in the products 
of biotechnology. The scientific evidence is clear that, with limited and defined ex- 
ceptions, genetically modified and conventional varieties of the same crops are iden- 
tical in terms of composition, nutritional value, and end use characteristics. As one 
might expect, this has not deterred anti-technology activists from inflaming public 
opinion in Europe and elsewhere with unsubstantiated safety concerns to the point 
where governments are beginning to abuse existing WTO safeguards in order to re- 
strict imports of biotech crcps and products. 

Production of biotech varieties of soybeans, corn, and cotton in the U.S. is expand- 
ing almost exponentially— from 3.6 million acres in 1996 to 18.5 million acres this 
year. The total for 1998 for these three crops alone will exceed 40 million acres. 
With the European Union moving to mandate labels on all products containing in- 
gredients from biotech crops, and other countries likely to follow suit, the potential 
for significant trade disruptions is already great. Add the fact that the biotech vari- 
eties now on the market are only the beginning— many more in the regulatory pipe- 
line will soon be commercialized— and we see the makings of a major train wreck 
in world trade. 

The third, and possibly most important reason for immediate action on Fast Track 
is the proliferation of new trade agreements between U.S. customers and competi- 
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tors. In the three years since expiration of the iast Fast Track authority, over 100 
biiaterai and regionai trade deais have been signed by neariy every country except 
the United States. These inciude agreements between the EU and Canada— both 
major U.S. competitors for agricuiturai markets— with countries in South America. 
It is dear that, not oniy is the rest of the worid not waiting for the U.S. to negotiate 
on trade, our rivais are activeiy expioiting our current inabiiity to sit at the tabie. 
If Fast Track authority is delayed, we may find ourseives iocked out of some key 
trading reiationships, with our trading partners much iess interested in opening 
new tai ks. 

With few exceptions, the U.S. agricuiturai industry has traditionaiiy been very 
supportive of trade and trade agreements. Exports have driven our crop production 
and processing sectors since the 1970's. I n the iast 15 years, we have seen an expio- 
sion in worid demand for high vaiue products, inciuding fruits and vegetabies, and 
vaiue-added products, inciuding processed meats and pouitry, eggs, dairy products, 
protein meai, and vegetabie oii. Since 1990, U .S. farm exports have increased 50%— 
from $40 to $60 biiiion. Inciuding food product manufacturing and merchandising, 
agricuiture empioys 18% of the U.S. workforce— by far the iargest U.S. industry. We 
make the iargest positive contribution to the U.S. baiance of trade— over $23 biiiion 
in 1996. Ironicaiiy, some of the very groups that oppose Fast Track today owe their 
iiveiihood to the growth of agricuiturai exports— which are occurring because of the 
extension of Fast Track negotiating authority, which estabiished the trade agree- 
ments that are currentiy benefiting agricuiture. 

Our greatest concern during past trade negotiations was whether our own nego- 
tiators understood the criticai importance of trade to agricuiture, or the importance 
of agricuiturai trade to the nationai economy. It has sometimes appeared that agri- 
cuiturai interests have been traded off for concessions in other sectors— that we 
have not been recognized as a priority in U.S. trade. 

The Fast Track iegisiation preposed by the Administration iays these concerns to 
rest. Agricuiture is deariy identified as a key priority for future trade negotiations. 
The specific issues identified in the agricuiture section and among the generai provi- 
sions of the proposai refiect a dear understanding of current probiems that need to 
be resoived and of other areas that need to be addressed. These inciude: 

• The need to strengthen the Sanitary and Phytosanitary provisions inciuded in 
the Uruguay Round Agreement; 

• The need to strengthen the enforcement procedures for dispute resoiution; 

• The need to address unfair trade practices, inciuding those affecting the prod- 
ucts of biotechnoiogy: 

• The need to discipiine trade distorting activities of State Trading Enterprises. 

These objectives encompass many of the concerns and goais shared by a strong 

majority of U.S. agricuiturai interests. There are other more specific objectives 
which neariy every sector in our industry wouid add to their own "wish iist" for fu- 
ture trade negotiations. Flowever, none of the organizations represented here today 
wouid endanger renewai of trade negotiating authority by conditioning support for 
Fast Track authority on receiving specific guarantees on these issues. 

Mr. Chairman, the U.S. has ied the worid in the 20th century by being boid, tak- 
ing initiative, and innovating to overcome chaiienges. U.S. agricuiture has piayed 
an important role in buiiding this record of ieadership. We have had our share of 
bad times and iow prices, iost more than our share of workers, and adapted to 
changes as rapid and profound as any industry has faced. But throughout this cen- 
tury, the need to expand trade with the rest of the worid has been a constant and 
increasingiy important priority. This fact wiii not change, for agricuiture or for any 
other industry, as we prepare to begin a new century. The U.S. has no aiternative 
to moving forward on trade. We cannot do so, and cannot begin to address our trade 
probiems and priorities, untii Congress grants Fast Track negotiating authority. On 
behaif of U.S. agricuiture, we ask this Subcommittee and the Congress to squarely 
meet this chaiienge and responsibiiity, just as we are preparing to meet ours. 

Thank you again, Mr. Chairman. I wiii be happy to respond to any questions you 
or other Members of the Subcommittee may have. 
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Agriculture Organizations Supporting Fast-Track 

As of September 29, 1997 

Agricultural Retailers Association 
American Crop Protection Association 
American Feed I ndustry Association 
American Florse Council 
American Meat Institute 
American Soybean Association 
Blue Diamond Growers 
Bunge Corporation 
Cargill, I nc. 

Cerestar USA 

Central Soya Company Inc. 

Chocolate Manufacturers Association 
ConAgra, I nc. 

Continental Grain Company 
Corn Refiners Association, Inc. 

Farmland Industries, Inc. 

The Fertilizer Institute 
International Dairy Foods Association 
Louis Dreyfus Corporation 
Miller's National Federation 
National Broiler Council 
National Cattleman's Beef Association 
National Confectioners Association 
National Corn Growers Association 
National Cotton Council 
National Food Processors Association 
National Dry Bean Council 
National Grange 

National Grain and Feed Association 
National Grain Sorghum Producers 
National Grain Trade Council 
National Pork Producers Council 
National Oilseed Processors Association 
National Sunflower Association 
Nestle USA, I nc. 

North American Export Grain Association 

Northwest Florticultural Council 

United Egg Association 

United Egg Producers 

U.S. Apple Association 

U.S. Dairy Export Council 

U .S. Feed Grains Council 

U.S. Meat Export Federation 

U .S. Wheat Associates, I nc. 

USA Poultry & Egg Export Council 
USA Rice Federation 


Mr. Nussle. Thank you, Mr. Tank. 

Our final witness today is Mr. Shimberg, Vice President for Fed- 
eral and International Affairs for the National Wildlife Federation. 

STATEMENT OF STEVEN J. SHIMBERG, VICE PRESIDENT, 
FEDERAL AND INTERNATIONAL AFFAIRS, NATIONAL 
WILDLIFE FEDERATION 

Mr. Shimberg. Thank you, Mr. Chairman. I know how difficult 
it is to sit through over 5 hours of testimony. I appreciate your pa- 
tience and your attention. On behalf of the National Wildlife Fed- 
eration, I want to thank you for inviting us here to present our tes- 
timony and our views on fast track. 
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At the outset, in an attempt to establish some credibility on the 
issue, I want to highlight the fact that the National Wildlife Fed- 
eration did in fact support NAFTA in 1993 as well as fast track au- 
thorization in 1991. We did so because we believed then, and we 
continue to believe, that trade and the environment are two sides 
of the same coin. The issues are inextricably linked and they can 
either operate in concert with each other, each working to enhance 
the other, or they can work against each other. 

We recognized in 1993 that NAFTA's environmental provisions 
were not perfect. But they were a step in the right direction. For 
that reason we supported it. We were nopeful that the implementa- 
tion of NAFTA and trade-related agreements negotiated since 
NAFTA would have continued to build on a solid foundation that 
we saw in 1993. Unfortunately, although we still believe trade and 
the environment are linked and can be used to enhance each other, 
the record since NAFTA has in our view been a disappointing one. 
We have repeatedly voiced to the administration our concern over 
the absence of U.S. leadership on trade and environmental issues, 
disappointment with the inattention paid to NAFTA's environ- 
mental institutions and frustration with the secret and multilateral 
agreement on investment. After reviewing President Clinton's draft 
bill for fast track authority, we have concluded that the adminis- 
tration's request for fast track authority falls well below our expec- 
tations for at least two reasons. I will briefly touch upon those now. 

First, NAFTA taught us that the negotiators at future trade 
agreements must be instructed to bring home agreements that 
level the playingfield. Otherwise U.S. businesses that are operating 
in this country in compliance with our domestic environmental 
laws will lose out. In countries where basic environmental laws are 
absent or are not enforced, foreign manufacturers are able to gain 
a competitive advantage by polluting or abusing natural resources. 
That situation is not fair and correcting that situation must be a 
principal objective of any new fast track authority. 

There has been a lot of discussion throughout today about wheth- 
er or not the interest in labor and environmental issues are meant 
to be a mandate in the fast track authority. Our position is that 
they are not a mandate. That is not what we are looking for. We 
are looking for, however, that they be a principal negotiating objec- 
tive on a par with the other principal negotiating objectives. They 
are meant to be guidance to our negotiators. They are meant to 
give our negotiators leverage when they are at the table. 

During the previous panel, Mr. Nussle, you asked how can one 
guarantee we are going to get what we want in negotiations? The 
fact is there may be a chance that we won't get what we want. 
That is fair. We don't know that. But at least we should try. Prin- 
cipal negotiating objectives that include the environment should be 
on the table and be a guiding principle. If the agreement comes 
back and it does not have the provisions we think are adequate, 
we will look at the agreement as a whole and judge it on its merits. 
We will not prejudge it. 

The second point about the administration's proposal is that it 
fails to ensure that all international trade bodies are open, demo- 
cratic institutions. The inclusion of negotiating objectives that are 
focused on creating procedural transparency at just the WTO is too 
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little and tcx3 late, as some of the other witnesses have suggested. 
This issue is bigger than the WTO. 

Mr. Chairman, while reading the newspaper this past weekend, 
I was struck by several articles about fast track authority and in 
particular three quotes that I saw from administration officials who 
are working on fast track. First, the administration wants us to be- 
lieve that this is a fight between pro free traders and antifree trad- 
ers. It is either black or white, you are with us or you are against 
us. 

That approach, I would suggest, does a disservice to all of you 
and to all of the witnesses who are here today. The issue before us 
is much more complex than that. It is not a question of for or 
against. 

Second, the administration officials suggested in the newspapers 
that President Clinton has earned our trust, so we should not 
worry about the details of the legislative language. We are told to 
support broad, vague authority and trust him to do the right thing. 
Again, that approach misses the point. Congress must avoid the 
trap of legislating by personality. Fast track authorization is not 
about trusting or not trusting President Clinton. It is about rec- 
ognizing the integral link between trade and the environment. It 
is about using environmental concerns to promote trade in appro- 
priate circumstances and not using trade concerns to undermine 
the environment. 

The third quote that the administration officials had suggested 
that this debate is all about, "the politics of the moment." And 
speaking from one large conservation organization, I can assure 
you that this is not about politics with a small "p" or with a capital 
"P." We have gone through the proposed text with painstaking de- 
tail. We have reviewed our experience since 1993. For us this is 
about a fundamental, substantive policy disagreement. 

Mr. Chairman, Americans care when they feel they cannot trust 
in the safety of imported food. Our members get angry when an 
anonymous trade panel in Geneva tells them they have no right to 
control access to our markets as a tool to protect endanger^ sea 
turtles. These two examples illustrate the point that I started out 
with. Trade and the environment are link^. Trade patterns have 
environmental consequences and trade rules can affect environ- 
mental policies. The question is no longer whether U.S. trade poli- 
cies should recognize these linkages but how to respond to them. 

We stand ready to work with the Members of this Subcommittee 
and with the administration to make this fast track legislation a 
tool to help negotiators bring home trade and investment agree- 
ments that promote both environmental protection and trade. On 
the other hand, we stand ready to oppose fast track legislation if 
it does not accomplish these goals. Thank you. 

[The prepared statement follows:] 

statement of Steven J . Shimberg, Vice President, Federal and International 
Affairs, National Wildlife Federation 

Thank you, Mr. Chairman and members of the committee for inviting me to tes- 
tify before you today. I am Steven J . Shimberg, Vice President for Federai and 
I nternationai Affairs at the Nationai Wiidiife Federation. NWF is America's iargest 
not-for-profit conservation education organization with over 4 miiiion members and 
supporters. Our members are America's mainstream and main street conservation 
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activists who understand the iink between sustainabie economic deveiopment and 
environmentai protection. 

At the outset of this testimony it is criticai to note that NWF supported NAFTA 
in 1993 and fast track re-authorization in 1991. We made those decisions because 
we recognized the potentiai of trade as an instrument to enhance environmentai 
protection, and beiieved that NAFTA was a good first step toward the integration 
of trade and environment. We knew that NAFTA’s environmentai provisions were 
not perfect, but we beiieved we wouid continue our work with the Administration 
and with Congress to improve upon them. Based on our experience with NAFTA, 
and with other trade and investment agreements, we now know we can no ionger 
rely solely on side agreements to achieve our environmental objectives, or on fast 
track rules which do not state explicit goals for environmental protection. Future 
trade agreements must recognize that increased trade can have both positive and 
negative implications for the environment, and they should actively promote sus- 
tainable development. 

We still believe in trade as an important component of national and international 
efforts to better peoples' lives, but we have learned that lives are made better only 
when trade rules and environmental protection go hand in hand. Over the past four 
years we have grown disillusioned at the treatment of environmental interests in 
trade and investment negotiations. Along with other environmental organizations, 
NWF has voiced repeatedly our concern over the absence of U.S. leadership on trade 
and the environment, disappointment with the inattention paid to NAFTA's envi- 
ronmental institutions, and our frustration with the secret Multilateral Agreement 
on Investment. Unfortunately, our appeals for a more responsible agenda for envi- 
ronment in trade have been met with silence from theAdministration. 

The National Wildlife Federation opposes the fast track proposal offered by Presi- 
dent Clinton because it fails to learn from past experiences which show us that 
trade and the environment are inexorably linked. Americans care when they feel 
they cannot trust in the safety of imported foods. Our members get angry when an 
anonymous trade panel tells them we have no right to try to protect endangered 
sea turtles. The point of these two examples is that trade patterns have environ- 
mental consequences and trade rules can affect environmental policies. The question 
is no longer whether U.S. trade policy should recognize these linkages, but how to 
respond to them. We stand ready to work with Congress and the Administration to 
make this fast track a tool to help negotiators bring home trade and investment 
agreements that promote environmental protection. We also stand ready to oppose 
fast track if it does not. 

Fast T rack Authority is not About Trusting the President 

Fast track authority should not be negotiated on the basis of trust in theAdminis- 
tration, but on specific negotiating guidelines designed to guide U.S. negotiators to 
bring home trade and investment agreements that promote the national interest. 
Fast track authority designed to promote the national interest will ensure that com- 
panies play on a field made level by promoting high environmental standards. U.S. 
based businesses should not be forced to compete with foreign companies that pol- 
lute the water, soil, and air to secure a competitive advantage. The national interest 
is also served when fast track rules guide negotiators to produce agreements that 
promote global competition that requires green technology. This creates incentives 
for companies around the world to purchase U.S. environmental technologies. And 
certainly the national interest is served when negotiators make certain that food 
products imported under liberal trade rules don't poison our citizens. These objec- 
tives have nothing to do with trust; they have everything to do with promoting the 
national interest by articulating concrete negotiating guidelines. 

Fast Track Authority /s About Substantive Analysis of Negotiating 
Obj ectives and Procedures 

Granting fast track authority is also not about the politics of the moment. The 
Administration is trying to shape the fast track vote as either being "for" or 
"against" trade. This is not what the debate is about. Taking a position on fast track 
authority requires conducting a substantive analysis of the negotiating goals, rules 
and procedures outlined in the proposal. When this is done, we believe President 
Clinton's fast track request fails to ensure that U.S. interests are served. 

Trade Rules Must Promote Green Comp^ition: If trade agreements are to benefit 
from the NAFTA experience, then negotiators must be instructed to bring home 
agreements that level the playing field for businesses in compliance with environ- 
mental laws. In countries where basic environmental laws are absent or not en- 
forced, manufacturers are able to develop a competitive advantage by polluting or 
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abusing their naturai resources. To ask domestic producers, operating in compiiance 
with nationai environmentai iaws, to compete against foreign-based companies that 
compete by poiiuting the environment or destroying naturai resources is simpiy not 
fair. 

Topromotea ievel piaying fieid, NWF asked the Administration to do two things. 
First, we asked them to assure that environmentai policies regulating Production 
Process Methods are preserved from challenge by trade dispute. Second, we asked 
the Administration to make non-enforcement of environmental laws that have com- 
petitive implications actionable under trade rules. We believe protecting the envi- 
ronment should be given the same level of concern that is shown to individuals or 
companies whose investments are jeopardized by a violation of property rights or 
investment laws. The proposed fast track language does not accomplish this. 

The Propceed Fast Track Contains Only Weak Environmental Objectives. Both the 
overall and principal negotiating objectives (Sections 2(a) and 2(b)) are inadequate 
guides for n^otiators on environmental matters. First, the "Overall Trade Negotiat- 
ing Objectives" outlined in Section 2(a) have no mechanism to hold negotiators ac- 
countable. The mechanism for accountability is found in Section 3(b)(2), which ap- 
plies only to the "Principal Trade Negotiating Objectives" outlined in Section 2(b). 
Second, the phrase "directly related to trade" (Section 2(a)(5)) is meant to "limit the 
President’s discretion to negotiate trade agreements that include areas that are not 
specified in the fast-track authorization. ^ If this language achieves that purpose, it 
will limit negotiations only to those specific environmental issues outlined in Section 
2(b). Unfortunately, the only specific negotiating objectives for the environment out- 
lined in this section are: to "promote sustainable development" and "to seek to en- 
sure that trade and environmental protection are mutually supportive, including 
through further clarification of the relationship between them." (Section 
2(b)(7)(D&E)). These two objectives do not accomplish the goals outlined in the pre- 
vious section. 

Instead, to ensure that U.S. negotiations on trade and investment agreements 
benefit from the lessons of NAFTA we believe specific negotiating guidelines must 
include a commitment to: 

(a) Create a level playing to ensure that trading partners compete fairly by enforc- 
ing environmental laws; 

(b) To insulate from trade challenge non-discri minatory, procedurally transparent, 
constitutionally consistent environmental laws which might incidentally have nega- 
tive implications for trade; 

(c) Leave in the hands of national legislators the ability to set and enforce appro- 
priate levels of risk; and 

(d) Assure trade and investment agreements support the Polluter Pays and Pre- 
cautionary Principle(s) as accepted by customary international law. 

Focus on the WTO is too Narrow: We applaud the Clinton Administration's ex- 
plicit commitment to greater transparency at the WTO (Section 2(b)(5)). Environ- 
mentalists agree unanimously that the WTO and its Committee on Trade and the 
Environment are hostile fora for environmental dialogue.^ Exposing the WTO to the 
spotlight of moral suasion through expanded public involvement is an important 
step toward greener trade. But while we agree that WTO reform should be a compo- 
nent of any agenda for the environment in trade, negotiating objectives focused sole- 
ly on attaining procedural transparencies at the WTO are too narrow. There are 
other trade and investment agreements that demand our immediate attention. 
Under the proposed fast track the Administration plans to: complete the Multilat- 
eral Agreement on Investment: negotiate a bilateral agreement with Chile; complete 
FTAA negotiations by the year 2005; and make substantial progress in trade nego- 
tiations at the Asian Pacific Economic Cooperation forum. Each of these agreements 
will likely lead to the creation of new and powerful international institutions that 
will have great influence on the behavior of local, state and federal governments. 
Despite this ambitious agenda for trade and investment negotiations the Adminis- 
tration will only commit to greater transparency at the WTO. 

We believe that this narrow agenda for transparent in trade runs counter to our 
goals as a democratic nation. We urge Congress to insist that the Administration 
produce trade agreements that ensure all trade institutions operate in an open and 
democratic fashion. Preferential access to trade institutions for big corporations ca- 
pable of maintaining lobbying offices in Geneva or Paris is contrary to the interests 
of ordinary citizens and small businesses whose lives are affected by the decisions 


1 Congressional Research Service, Fast Track Authority: Objectives for Future Trade Negotia- 
tions. (Washington, DC: The United States Congress, Updated May 27, 1997). 

2 International Institute for Sustainable Devdopment. GATT, the WTO and Sustainable De- 
velopment. (Winnepeg, Canada: USD, no date). 
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made by these bureaucrats. Preferential access to FTAA negotiations afforded to big 
business is not fair. Citizens have a right to know that a particular rule is under 
consideration. They have a right to know what the U.S. government is doing to pro- 
tect legitimate environmental laws from challenge by trade dispute panels. 

The Administration has committed to expanding public access to negotiations, and 
to better avenues for accountability through committees in Congress (Section 3©(3): 
Section 4(a)(b)(c): Section 5(a)(b): and Section 7). This is promising, but we have not 
had sufficient time to fully analyze the implications for public participation of the 
proposed changes to fast track. We urge the Congress to request from the Adminis- 
tration a narrative explaining how these proposed changes will affect public access 
and accountability. 


Conclusion 

Trade and the environment are linked. Trade patterns have environmental con- 
sequences and trade rules can affect environmental policies. The question is no 
longer whether US trade policy should recognize these linkages, but how to respond 
to them. 

We stand ready to work with members of this Committee and the Administration 
to make this fast track legislation a tool to help negotiators bring home trade and 
investment agreements that promote environmental protection and trade. We stand 
ready to oppose fast track if it does not. 


Mr. Nussle. Thank you. I appreciate your testimony. I want to 
thank the entire panel for their testimony. 

One of the issues that came up, has come up a number of times 
today, and particularly for Mr. Vice and Mr. Tank, I would like to 
get their input on this and that is the issue of our food supply and 
whether or not trade agreements, as opponents have suggested, un- 
dermine our ability to protect our food and food safety. 

I would first to Mr. Vice, just a jump ball, would you care to com- 
ment on whether or not that is the fact, and if you don't agree with 
that, what you would say to argue against that. I will give that as 
a jump ball to both of you. First, Mr. Vice. 

Mr. Vice. Thank you. I believe that our food quality inspection 
and criteria for determining things like pesticide residues are basi- 
cally pretty sound and are follows by our trading partners. For ex- 
ample, in NAFTA, I grow avocados and citrus. I have been to Mex- 
ico in many of their regions and I ask them questions about the 
kind of cultural practices and by and large they mirror almost ex- 
actly what our practices are in this country. The reason is that 
those products are designed to be imported, or exported into our 
market. If they are found to be outside of the criteria that is used 
by our inspections for our own domestic products, they are turned 
down at the border. 

Does that mean that everything that is coming across is in- 
spected? Absolutely not. I don't think there is any way in the world 
that we could do that regardless of what country it is from. But I 
think the system that we have and the criteria that we placed on 
our trading partners as it relates to food safety issues and pesticide 
residues is a pretty good system. That is not one of my biggest 
fears. We are dealing with an end product when it comes into this 
country and our trading partners know the criteria that they have 
to meet. 

Mr. Nussle. Mr. Tank. 

Mr. Tank. I would largely agree with Mr. Vice with regard to 
many of the points he raised regarding food safety. I truly believe 



128 


that one of the benefits of fast track negotiating authority and the 
NAFTA as well as the WTO is that we have been able to enhance 
food safety standards. 

Why is that? Because for the first time in the history of Amer- 
ican agriculture, and actually world agriculture, we included agri- 
culture into the NAFTA as well as to the WTO without an escape 
clause. As a result, we established a set of rules, whether they are 
perfect or imperfect is another point. We established a set of rules 
that allowed us to require food safety standards to be imposed 
upon importers into this country. The critical component is going 
to be enforcement. It always has been, it always will be. As a re- 
sult, we have to work with other Committees and other Sub- 
committees to make sure the proper funding levels are available as 
well as that enforcement is occurring on products being imported 
into this country. 

But as regard to food safety standards, I truly believe that we 
have actually enhanced worldwide food safety standards, particu- 
larly on products being brought into this country because of the 
trading rules associated with sanitary and phytosanitary measures 
that are included both in the NAFTA as well as the WTO. 

Mr. Destler. May I say something briefly in response to that? 
I am certainly not an expert on the details of this issue but it 
seems to me that this is one where there is clearly a very strong 
common interest between those who export this food and those who 
eat it. The last thing any food producer overseas wants is any ques- 
tion at all about the safety or edibility of their product. There may 
very well be some problems of transition in our own food inspection 
system as more imports come in and to the degree they exist, these 
problems need to be dealt with. I understand the President has an- 
nounced some measures in that regard. 

My sense is that unlike some trade negotiating issues, where you 
have to watch people like a hawk because it is in their interest to 
deceive you, here it seems to me their interest is totally, 100 per- 
cent, to provide safe, effective food because that is the only way 
they are going to get a larger market. 

Mr. Nussle. I would agree with your observation. There is no 
question. All I have to do is look back to a recent scare with regard 
to frozen hamburger patties or to what is happening right now in 
the Chesapeake Bay with regard to fish to see what it does, if there 
is any question of what that has on the marketplace. 

One other question I just wanted to pose to our agriculture folks, 
our "aggies" as we call ourselves, what if we wait? What happens 
if this does get mired, whether it is in politics or in an inability 
to move legislation or lack of support? Give me your thumbnail 
sketch of what that means vis-a-vis agriculture in particular if this 
is not passed and if it waits until next year or beyond? 

Mr. Tank. Mr. Nussle, let me try to answer that first. I would 
say that fast track negotiating authority is the single most impor- 
tant issue facing American agriculture today and the ability to sit 
down and negotiate with our trading partners and our customers 
in the world. If we wait, I think it is important for us to under- 
stand that it took us 7 years to negotiate the Uruguay round and 
most likely American agriculture will be the single largest loser, 
not the single largest beneficiary, of that activity. 
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Why is that? Because what is going to happen, whether it is in 
the pork industry or every other sector of American agriculture, we 
are going to force investment offshore, whether that be in Canada 
or Brazil or Argentina or anywhere else where they can produce 
agricultural products, you are going to force people to take a look 
at investing in foreign countries, largely because of the reason that 
they are going to invest in technology, they are going to invest cap- 
ital into those places that can be renable suppliers of products, and 
today the U.S. agricultural industry cannot be that reliable sup- 
plier if we don't have negotiating authority to enter into trade 
agreements with customers and competitors all over the world. 

Mr. Vice. I would agree entirely with Mr. Tank. I think we have 
already gotten ourselves in a hole, quite frankly. We are missing 
out today in the Latin American market, as well as the Asian mar- 
ket, in billions of dollars' worth of trade because we haven't been 
a part over the last 2, 3, or 4 years of some of the trade pacts that 
are going on. To some extent, we can make up some ground if we 
move ahead with fast track authority. Again, this is assuming, as 
I said in my statement earlier, that we give one that has some 
safeguards in it because, quite frankly, we don't want to move for- 
ward with agreements that actually hurt us over the long run. So 
with the thought in mind that the Subcommittee is going to make 
sure we come up with a good, clean piece of legislation with some 
safeguards in it, I think we must move forward or we will pay the 
price for years and years to come. 

Mr. Nussle. Thank you. Mr. Merger. 

Mr. Merger. Thank you, Mr. Chairman. 

I want to thank our members of the panel, particularly for the 
most recent comments that were made by you, Mr. Vice and Mr. 
Tank, on how essential it is that we be able to move forward with 
a good and fair and equitable agreement and allow us to not be los- 
ing out to our competitors. So I appreciate that. 

Mr. Vice, I understand you just— I think you mentioned in your 
testimony and in our own conversations that you have recently 
been down to South America, to Chile and to several other coun- 
tries. Would you mind telling us a little more about what you saw 
there in respect to fast track? 

Mr. Vice. Yes, I just returned, took an industry group from Cali- 
fornia, farmers down to Chile, Argentina, and Brazil, was there 2 V 2 
weeks, returned about 1 week ago. 

The thing that impressed me the most, and one of the reasons 
I went down there, to take a good firsthand look to assess not only 
their ability to export more than they are presently, and they are 
big exporters into this country, but also to see what the market 
looked like for our ability to export down there. 

I can tell you that their ability to expand beyond what they are 
currently growing and exporting is just tremendous in all three 
countries. They have a great deal of undeveloped land. They have 
adequate water at almost free cost. Their infrastructure is good. 
The investment is great; both North American as well as European 
investment is pouring into the country. 

We saw lots and lots of new stone fruit orchards being put in, 
a lot of table grapes, a lot of wine grapes. So we need to get this 
one right, because they are going to be tremendous competitors. 
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And, quite frankly, they come into this country pretty trouble free 
and pretty tariff free right now and so we need to get access to that 
market. Chile is probably the smaller of the three markets, but cer- 
tainly Argentina and Brazil hold great promise for us as agricul- 
tural producers in this country. 

But one of the things that I mentioned just briefly in passing in 
my statement was the fact that we need to make sure that the re- 
sources are sent to the right place. One of the things that we cer- 
tainly discovered in all three countries is that we do not have the 
capabilities in our Embassies in those three countries to answer 
the questions that are being posed by the governments of those 
three countries as it relates to phytosanitary questions. We were 
told on more than one occasion that they had answered questions 
that we had posed to them about bringing product in several 
months ago and we hadn't gotten back to answering the question. 
So to some degree our inability to move product in this country is 
our own problem, not having enough resources that our personnel 
can answer the questions for them. That has to be correct^. 

Mr. Merger. I thank you. 

On that same issue of sanitary and phytosanitary barriers to 
U.S. exports, let me just ask, is the use of sanitary and 
phytosanitary barriers to U.S. exports on the rise by U.S. trading 
partners and how great of a threat are these to the agricultural 
community's ability to export? 

Mr. Vice. I think they are on the rise. I think Mr. Tank had it 
in his testimony, and I said it in mine also, as we get these re- 
gional trade agreements and we are successful in moving more 
product in, the natural barrier becomes phytosanitary barriers 
when the other barriers are taken down. So we have seen an in- 
crease in that. In fact, you might be— I know you would be inter- 
ested in this coming from California. We were just told on Friday, 
we need to get these phytosanitary things in place because we are 
being told as of last Friday we can't send table grapes into Chile 
anymore because of the oriental fruit fly in Los Angeles which 
hasn't had anything to do with Kern County. It is the only trading 
partner we have in the world that is not taking a product from a 
county where there has been no evidences of that pest being in the 
county. Those are the kind of phytosanitary barriers that we must 
get torn down and must have rectified. 

Mr. Merger. Thank you very much. 

Mr. Nussle. Thank you, Mr. Merger. 

Ms. Thurman. 

Ms. Thurman. Good afternoon, gentlemen. I am sorry that I 
missed some of your testimony, but this place for some reason does 
not allow us to get to all of that all the time for some reason. I 
think we ought to do something about the scheduling around this 
place. 

Mr. Tank, I am interested in something here, because the agri- 
culture issues from Florida are, as you may know, we are very 
skeptical of what is going on right now with fast track. It is my 
understanding, though, in the Canadian agreement with NAFTA, 
that you all are having a problem as well because they actually 
took pork and dairy off the table so you can't even discuss that or 
we can't get pork and dairy in there; is that correct? 
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Mr. Tank. That is not correct. Actually it is poultry and dairy. 

Ms. Thurman. Excuse me, poultry and dairy. Nonetheless, there 
are items that we are not even able to n^otiate on that have been 
pulled off the table with some of our trading partners. 

Mr. Tank. That is correct. 

Ms. Thurman. That causes a problem; doesn't it? 

Mr. Tank. It causes a problem to all of us, absolutely. 

Ms. Thurman. So Mr. Vice, let me then ask you from the Amer- 
ican Farm Bureau and from California, is that not a problem or do 
you see us maybe doing some of those very things in some trade 
agreements from our side? 

Mr. Vice. I think some of the inequities in trade, we like to cite 
the things that are keeping us out of markets. I think to some de- 
gree we have been maybe guilty of that in the past ourselves. And 
so I think as we— and it is a natural occurrence, I think, for a re- 
taliation kind of measure. I think that is what we see with a lot 
of phytosanitary problems that we have. It doesn't mean that we 
can't work through those. It is just that it has to be a priority as 
we start to negotiate this agreement. 

I am very pleased, and I think the growers in Florida, I have spo- 
ken to many growers in Florida, I think we are all a lot more 
pleased with this agreement and the way it is starting in terms of 
it being a key element in negotiation being agriculture and the con- 
sultation that would be a part of the process. We didn't have that 
during NAFTA. I think that is going to be a lot of help. That 
doesn't mean— I don't think you can design a trade agreement any- 
where in the world that is going to benefit every single person at 
every single commodity on both sides. That is impossible. 

Ms. Thurman. But, and given the actions taken by Canada, 
would it be to our advantage, then, to look at taking some of our 
own products off that might be adversely affected because of the 
competition? 

Mr. Vice. I think a lot of times the way things are done is that 
one side will start retaliating, you have taken ours off so we are 
going to take something off. That usually leads to the first party 
putting something else on and the first thing you know, we are in 
a trade dispute. I think the way we have tried to work those out, 
and we are working presently with Canada on poultry and dairy 
to try to get beyond it. We also have a wheat problem with them. 
We need to get through that problem. But what we have tried to 
do in n^otiation is not retaliate but try to work through those. I 
am confident that we will resolve the wheat and the poultry and 
the dairy issue, and we will do it in a manner which doesn't make 
us have to get in a tit for tat with them. 

Ms. Thurman. Mr. Vice, you spoke about the phytosanitary, 
while I understand where the potential problem of that might be 
in Mexico because of tomatoes or whatever, as far as Florida citrus 
goes, but on the other side of that, we all face that issue in China 
today where we are not getting anything going in there. So I won- 
der, is there a retaliation there that you can tell me about? Flelp 
me here. Because my farmers are not— I have to be honest with 
you. They are not seeing this as retaliation as much as the fact 
that they are losing their businesses. 
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Mr. Vice. It is a very tough situation. We also have growers of 
a lot of commodities and we are sitting right on the Pacific rim, a 
lot of our growers are saying the same thing, how come we can't 
get product in? As you probably know, we just achieved table 
grapes to China in the last 2 weeks. That is going to be a big boon 
to our table grapegrowers. We would like to have citrus, a lot of 
other things in. We have apples from Washington. 

Ms. Thurman. But you are getting citrus from California into 
China, or into Mexico. 

Mr. Vice. I nto Mexico, but not into China. 

Ms. Thurman. Where Florida is not at this point. 

Mr. Vice. Right. Those trade agreements, going back to China, 
it is always difficult when you see China being such a great market 
for some of our goods. Take Boeing Aircraft, for example, a tremen- 
dous customer of China. So is that good for all concerns? Yes. Is 
it particularly good for tomato growers in Florida or citrus growers 
in California? Not exactly. But I think we need to keep moving to- 
ward opening that trade and not saying no more— we are not going 
to sell you any more airplanes unless you buy grapes, too. It just 
doesn't work well that way. I know it is a struggle. 

My heart goes out to growers in Florida, but I am confident that 
we are going to get some things in this agreement that will allevi- 
ate some of that that we did not have in NAFTA. 

Ms. Thurman. I will give you the fact that I think that this ad- 
ministration has seemed to have opened up some dialog with us on 
agriculture, there is no question. I will tell you, though, trying to 
pull the right language together that gives them the comfort is, I 
think, going to be much harder than what any of us might think 
could happen in this short period of time, if in fact we are looking 
at another couple of days or 1 week or so. 

I really am very concerned and I am going to say it in a way, 
when I look at Florida agriculture, and probably similar to how you 
feel about California agriculture, and the fact that Florida raises 
about 50 percent of the winter vegetables for this country alone, 
when you look at the figures for hunger across this world by the 
year 2025, my biggest concern in these trade issues, and I can as- 
sure you that in Florida if you damage any more so the agriculture 
conditions there, those lands will in fact be developed. We will 
never have the opportunity to have food production in Florida, and 
if we lose that, we lose a very large interest in this country and 
something to this entire world. I think it is something that we all 
have to be considerate of when we are looking at these agreements. 

Mr. Nussle. Thank you, Ms. Thurman. 

I want to thank our panelists for their testimony today. I want 
to thank our other witnesses. The record of this hearing will re- 
main open until October 7. 

That concludes the hearing of the Trade Subcommittee and the 
Subcommittee stands adjourned. 

[Whereupon, at 3:45 p.m., the hearing was adjourned.] 

[Submissions for the record follow:] 
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statement of California Cling Peach Growers Advisory Board 

I . I NTRODUCTION 

The following written statement is submitted on behalf of the California Cling 
Peach Growers Advisory Board and its clingstone peach grower and processor mem- 
bers in connection with the Subcommittee on Trade's September 30, 1997, hearing 
on the extension of fast-track trade negotiating authority. 

The California Cling Peach Growers Advisory Board is a non-profit quasi-govern- 
mental association representing all 750 cling peach producers and 5 cling peach 
processors in the State of California. Virtually all of the United States' production 
of cling peaches occurs in California. Over ninety-five percent of that production is 
used for process! ng— the primary product is canned peaches. California canned 
peaches are sold domestically, our largest single market, and to export markets in 
the Pacific Rim, Canada, and elsewhere. The Board's primary role is to assist the 
U.S. industry in the development of these domestic and export markets. 

The California cling peach industry is deeply concerned about the application of 
fast-track negotiating authority to trade agreements, especially as that authority 
would pertain to the negotiation of a free-trade agreement with Chile. More than 
most U.S. agricultural sectors, the California cling peach industry stands to lose 
considerably from the elimination of U.S. tariffs in favor of Chile. First, our industry 
has faced several decades of unfair competition from illegally subsidized Greek 
canned peaches, which competition has eliminated our EU market, reduced our ex- 
ports to all other markets, and in recent years, begun to displace sales in our own 
U.S. market, leaving our industry extremely vulnerable to imports. Second, Chile 
is already a competitive exporter of canned fruit to the U.S. market even with U.S. 
tariff rates of 18.5% on canned peaches and 16.2% on canned fruit mixtures. Lower 
U.S. tariffs in favor of Chile is certain to trigger additional canned fruit imports that 
will enter the U.S. market only by displacing one-for-one higher-priced U.S. canned 
fruit sales. 

Because of our industry's demonstrable import-sensitivity, the U.S. cling peach in- 
dustry is asking that fast-track authority contain specific language to protect U.S. 
tariffs on canned peaches (FI.S. 2008.70.00), canned fruit mixtures (FI.S. 2008.92), 
and other cling peach products from any reductions below the tariff levels at which 
the products were bound in the Uruguay Round Agreements where a determination 
is made by the Office of the United States T rade Representative that foreign trade- 
distortive subsidies on such products are decreasing market opportunities for United 
States exports or distorting agricultural markets to the detriment of the United 
States. The unfairness of the EU subsidies distorting our canned fruit markets is 
particularly objectionable, since these subsidies are in violation of a GATT panel 
ruling and a bilateral trade agreement. The U.S. industry urges the support of this 
Subcommittee for protecting U.S. cling peach tariffs at current tariff rates if the Of- 
fice of the United States Trade Representative has made a determination that EU 
or other foreign trade-distorting subsidies are decreasing marketing opportunities 
for U.S. cling peach exports or distorting our markets to the detriment of our indus- 
try. Without this commitment, California growers and processors are certain to be 
irreparably harmed. 

II. The California Cling Peach Industry Is Particularly Sensitive To Im- 
ports, Largely The Consequence of Trade-Distortive Foreign Subsidies 

That FIave Upset The Competitive World Market For Canned Peaches. 

The import-sensitivity of California cling peaches has consistently been upheld by 
the U.S. government in prior trade-related determinations, including in reviews 
under the Generalized System of Preferences, NAFTA, the Uruguay Round, and 
other bilateral matters involving canned fruit. The reasons are uncontested: nearly 
two decades of domestic oversupply, little or no growth in U.S. consumer demand 
for canned fruit, growing competition and market access barriers in export markets, 
and growing U.S. imports of low-cost and often unfairly subsidized canned fruit from 
Greece, Chile, and South Africa, and more recently from Spain and Italy. 

The California industry's fragile state is largely a consequence of global forces be- 
yond its control. The most egregious of these has been the massive subsidization of 
canned peach production in Greece, which has led to years of global oversupply, 
market displacement and depressed world prices. This illegal subsidization has con- 
tinued and even increased in violation of a favorable GATT panel ruling and a bilat- 
eral agreement that was to eliminate the illegal aids. Because the GATT ruling and 
bilateral agreement have not been upheld, and because U.S. government efforts to 
enforce compliance with these agreements have had inadequate results, our growers 
and processors need assurances that U.S. tariffs on canned peach products will be 
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protected until compliance with these obligations and the elimination of trade- 
distortive subsidies is achieved. 

All economic indicators— global oversupply, decreasing U.S. exports, and sharply 
increasing imports into an already oversupplied U.S. market— point to a U.S. indus- 
try that is import-sensitive and cannot withstand increased U.S. imports of low- 
priced canned peaches from Chile or elsewhere triggered by U.S. tariff reductions. 

A. Rapidly Expanding Foreign Cling Peach Production FI as Led to Global Over- 
supply, Forcing thetl.S. Cling Peach Industry Into R fraction. 

Between 1970 and 1997, U.S. production of canned cling peaches declined by 36%, 
while canned cling peach production in Greece and Chile rose by roughly 540% and 
340%, respectively. 


Global Canned Peach Production (Annual Basis) 
1,000 Cases 24/272 Equivalent 



U.S. 

% 1 n- 
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Total 

1970-73 .... 
1990-93 .... 
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(30%) 

2,869 

15,050 

425% 

478 

1,512 

220% 

13,305 

15,347 

15% 

42,610 

50,106 

1994-97 .... 

16,630 

(36%) 

18,437 

540% 

2,115 

340% 

18,158 

36% 

55,777 


Source: USDA/FAS Horticultural Products Review 

U.S. data for 1990/93, 1994-97 California Canning Peach Association, Almanac, 1997 


In Greece alone over the last decade, annual production of raw cling peaches has 
soared from 170,000 metric tons in 1986 to 750,000 metric tons in recent years, ac- 
counting for half of world prcduction. This surge in production, encouraged by mas- 
sive illegal prccessor and grower subsidies, has led to 15 successive years of global 
oversupply. With no such subsidies available to U.S. growers for their oversupply, 
California growers and processors have had no choice but to take radical measures 
to reduce production. 

6. As U.S. Exports Flave Fallen, Greece, Chile and Other Low-Cost Suppliers Have 
Significantly Increased Their Exports, Flooding the Global Market. 

Canned peach exports have followed a similar pattern to global production trends. 
As U.S. exports dropped by nearly 70% between the early 1970's and 1996, exports 
of Greek and Chilean canned peaches increased by as much as 10-fold. During this 
period the U.S. share of global exports fell from 22.7% to 3%, while Greece increased 
its export share from 10% to nearly 66%. Chile went from virtually no exports in 
1970 to surpassing U.S. export volumes in the early 1990's. 

Global Canned Peach Exports (Annual Basis) 

1,000 Cases 24/272 Equivalent 
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Source: USDA/FAS Horticultural Products Review 

U.S. data for 1990/93 from California Canning Peach Association, Almanac, 1994 


The surge of low-priced, subsidized Greek exports onto the global market in the 
mid-to late 1980's forced California canned peaches out of the EU market (at one 
time the California industry's leading export outlet) and substantially displaced 
California prcduct in J apan, Canada and elsewhere. More recently, Chile and South 
Africa— with increasing exports of low-priced canned peaches— have joined Greece 
in displacing U.S. product in global markets. 

C. As U.S. Exports Have Declined, U.S. Imports H ave I ncreased Sharply. 

Despite relatively good U.S. tariff protection of 20% on canned peaches and 17.5% 
on fruit mixtures (18.5% and 16.2% respectively as of J anuary 1, 1997, with Uru- 
guay Round reductions), U.S. imports of canned peaches increased significantly, 
from 23,000 cases in the early 1970's to up to 2 million cases in the 1990's. I n 1996/ 
97, U.S. imports from Greece alone reached record-high levels of nearly 1 million 
cases. I mports also continue to enter from Spain, Chileand South Africa. 
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D. With Global Canned Peach Production and Exports Increasing, the US. Industry 
Had No Choice But to Retrench. 

Faced with massive global oversupply, increased U.S. imports, declining U.S. ex- 
ports, and a declining U.S. consumer base, the California industry was forced into 
severe contraction and consolidation. Between the early 1970's and 1990's, the num- 
ber of California canned peach processors declined from 17 to 5. Over the same pe- 
riod, acreage of cling peach production dropped from 52,000 acres to 30,000 acres 
as growers pulled out orchards to meet a smaller U.S. market. This past year again, 
California growers have turned to a tree pull program to remove an additional 4,000 
acres from production. 

Self-help measures such as acreage reduction alone have not been enough to keep 
supplies in line with market demand. The U .S. industry has also relied on extensive 
U.S. government school lunch and other federal purchase programs to purchase ex- 
cess supply and to help keep prices at minimally sustainable levels. Government 
purchases have been significant, averaging a million cases annually in the 1970's 
and 1980's. Although these purchases dropped by some 500,000 cases between the 
early 1980's and 1990's as the effects of industry tree pull programs kicked-in, in 
1995 U.S. government purchases again increased to over a million cases per year. 

II. Chile is a Competitive Producer and Exporter of Canned Peaches and is 

Poised for Massive Expansion to the U.S. Market if U.S. Tariff Prd'erences are 

Granted. 

In the context of the hearings held in 1995 on Chile's accession to NAFTA, the 
California cling peach industry made clear at that time that granting Chilean 
canned fruit producers preferential tariff access to the U.S. market would be a lose- 
lose situation for U.S. growers and processors. What we demonstrated was that 
under a free trade agreement that did not protect U.S. tariffs, Chilean canned peach 
exports to the U.S. market would increase without any reciprocal opportunities for 
U.S. exports to Chile. As described below, the Chilean canned peach industry is 
poised to increase production targeted for the U.S. market. U.S. tariff reductions 
will put that plan in motion. 

A. Chilean Canned Peach Producers Enjoy Significant Cost Advantages Over Califor- 
nia Producers. 

Chile is among the lowest cost producers of canned peaches in the world. Largely 
because of low labor ($1.00 per hour), raw product, and agricultural land costs, 
Chile's cost of production for a standard case of peaches is roughly $1.50 less than 
the average cost of production for California processors. 

Chilean canned peach processors also benefit from two forms of export rebates 
available under Chile's duty drawback system. One of the rebate programs pays 
processors for import duties paid on imported sugar and tin plate that are used as 
inputs in canned peaches. These rebates, which are obtained upon export of the fin- 
ished product, are believed to amount to a subsidy of $.50 a case. The other program 
is an automatic rebate of 10% of the FOB value of the finished product under Chile's 
"simplified duty drawback" system. Chilean processors are believed to receive this 
rebate for almost all of their production. 

Chilean exporters also enjoy transportation cost advantages over California ship- 
pers when sending product to east coast U.S. markets. Shipping rates from Califor- 
nia to New York for a standard case of peaches are roughly one-third higher than 
rates from Chile to New York. These lower transportation rates are available to 
Chilean exporters because of the high frequency with which ships transporting large 
volumes of fresh fruit travel between Chile and the United States. 

Chile's cost advantages are expected to increase as Chile's cling peach sector in- 
creases its production (see below) and Chilean processors become more efficient 
through economies of scale. Chile's raw product costs are expected to drop as or- 
chard productivity is improved through the introduction of new California varieties 
(some of which were obtained illegally in violation of U.S. patents) and better pro- 
duction practices: processing costs will also come down with production of the new 
varieties that are more suitable for processing. All told, the Chilean industry's 
emerging advantages will result in an additional cost differential of $1.20 per case, 
for a total cost advantage of $3.20 per case. This nets to a 20% price advantage over 
the U.S. cling peach product cost of $15.25 to $15.65 per case. 
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B. The Chilean Cling Peach Industry is Anticipating Significant Expansion in the 
Near-Term— Precisely Targeted for theU.S. Market. 

There is evidence that the Chilean cling peach industry is engaged in measures 
to increase its canned peach production for the U.S. market in anticipation of pref- 
erential access. Much of the new production will come from increased yields result- 
ing from newer, more productive California varieties that are now coming on line. 

Several years ago during a Fruit and Vegetable ATAC Committee visit to Chile, 
U.S. industry and U.S. government representatives saw first-hand the significant 
expansion efforts. What was evident was that Chile had ample processing capacity 
and raw product availability to meet its increased production targets. 

This increased raw product availability and rapidly expanding capacity is already 
being targeted for the U.S. market. Chile now exports significant volumes of canned 
peaches to the U.S. market at prices $2 to $3 a case below California prices even 
paying the 18.5% U.S. duty. Any relaxation of this duty will provide additional im- 
petus and advantage to Chilean processors to increase canned peach production ex- 
clusively for the U.S. market. 

C. increased U.S. Imports From Chile Will Wreak Havoc on an Already Mature and 
Oversupplied U.S. Market. 

With U.S. consumer demand for canned peaches stable at best and U.S. proc- 
essors already losing sales to lower-priced Greek and Chilean product, any increase 
in imports from Chile will be at the direct and immediate expense of California 
processors and growers. Substantial jobs will be lost and U.S. grower and processor 
profitability severely eroded. 

Pric^purchase relationship data on canned peaches show that in the mature U.S. 
market, imports of low-priced Chilean canned peaches will cause the U.S. market 
price for canned peaches to drop, but without a corresponding increase in consumer 
demand for peaches. With no market expansion, lower-priced imports will net a one- 
for-one displacement of higher-priced California canned peaches. It has been cal- 
culated that a 50% increase in Chilean imports will displace some 625,000 cases of 
U.S. canned peaches, causing grower revenues to decline by some $2.5 million and 
U.S. processor revenues to drop by $10 million. The higher quality of California 
product and U.S. brand recognition will have little if any effect on salvaging this 
displacement. In part, this is because a large percentage of canned peach and fruit 
mixture sales are sold to the institutional and food service sector where brand loy- 
alty means little and price alone is the controlling purchasing factor. 

IV. Conclusion 

Over the past two decades the California cling peach industry has been successful 
in keeping its tariff protection despite efforts from foreign producers to gain GSP- 
eligibility or to gain tariff cuts through multilateral or bilateral trade negotiations. 

The viability of the California industry depends on the continued commitment of 
the U.S. government to maintain U.S. cling peach tariffs until such time as foreign 
trade-distortive subsidies that have destroyed the competitive market for U.S. cling 
peaches are eliminated. 

The extension of fast-track negotiating authority raises particular concerns for the 
California cling peach industry especially as that authority would apply to a free 
trade agreement with Chile. As Congress considers renewal of fast-track authority, 
we ask this Subcommittee to support language to protect U.S. cling peach tariffs 
from further reductions during negotiations with Chile or in other bilateral or multi- 
lateral context, until trade commitments in this sector are honored and foreign 
trade-distortive practices are removed. 


Statement of Cargill, I nc. 

Cargill, Incorporated, strongly supports prompt consideration and enactment of 
fast track trade negotiating authority. The United States is already losing ground 
in bilateral and regional trade. More importantly, the United States must not aban- 
don its historic leadership role in setting the agenda for, and carrying out, impor- 
tant trade negotiations. 

Cargill is an international marketer, processor and distributor of agricultural, 
food, financial and industrial products. The company employs some 79,000 people 
in more than 1,000 locations in 72 countries and does business in 100 more. 

Fast track is of particular importance to American agriculture. Without fast track, 
the United States will not have the means to enter into market-opening negotiations 
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with other countries that wiii pave the way for additionai growth in U.S. agricui- 
turai exports. In addition, the United States needs fast track to enter into negotia- 
tions to resolve a variety of outstanding trade probiems. 

U.S. agricuiture has benefited from trade iiberaiization made possibie by previous 
fast track authorities. Agricuiturai exports hit an aii-time high of $60.3 biiiion in 
1996; U.S. agricuiture has contributed a consistent trade surpius, which iast year 
dimbed to $27 biiiion. The United States is an efficient and competitive producer 
of a wide range of agricuiturai commodities that are in demand around the worid. 
U.S. agricuiture is poised to make additionai export gains from upcoming trade ne- 
gotiations that can oniy be conducted with appropriateiy crafted fast track iegisia- 
tion. 


Negotiations Ahead 

Many deveioping countries are experiencing robust economic growth. This is pro- 
viding rapidiy rising incomes for their citizens, which is aiiowing them to seek to 
upgrade their diets by consuming more iivestock products, vegetabie oii, fruits and 
vegetabies. Imports from the United States can serve much of the increased food 
needs in deveioping countries more economicaiiy, but there is no guarantee that 
those countries wiii grant market access to food and agricuiturai products from our 
country. 

U.S. agricuiture needs additionai trade agreements to iower import barriers, con- 
strain domestic subsidies and eiiminatethe use of trade-distorting export practices. 
Fast track negotiating authority is the key to reaiizing these goais, and there are 
severai opportunities here now and on the horizon that we shouid not miss: 

• Free trade with Chile— Ch\\e has negotiated preferentiai trading arrangements 
with Canada, Mexico, Coiombia, Venezueia and Mercosur (Argentina, Brazii, Para- 
guay and Uruguay). Because Chiie has no such agreement with the United States, 
U.S. agricuiturai exports to Chile still face an 11-percent blanket tariff, while tariffs 
on food and agricultural exports from other nations have been reduced or elimi- 
nated. The absence of fast track authority also has left the United States unable 
to negotiate reductions in Chile's sanitary and phytosanitary restrictions, which 
have, among other things, cut U.S. wheat exports to that country from around 
300,000 tons a year to zero. 

• Free Trade of the Americas (FTAA)— Western Flemisphere leaders have commit- 
ted to completing negotiations on the FTAA by 2005. Talks are expected to get 
under way in earnest next year. Without fast track authority, the United States will 
not be able to engage effectively in the FTAA process. 

• Free trade agreements in the Asia-Pacific r^/on— Similarly, the United States 
should not take a back seat during talks to create a free trade area among members 
of the Asia Pacific Economic Cooperation (APEC) forum. Developed nations in APEC 
have agreed to establish free and open trade by 2010; developing nations by 2020. 

• 1999 World Trade Organization agricultural negotiations— WTO members will 
convene negotiations in 1999 to continue the process of agricultural trade liberaliza- 
tion begun in the Uruguay Round. Preliminary work involving information gather- 
ing and analysis is already under way. The United States should not sacrifice its 
leadership role and opportunity in forming the agenda for these critical talks. 

Broad, clean and permanent 

The United States needs broad, clean and permanent fast track negotiating au- 
thority to address these several challenges ahead. Many members of this committee 
have participated in the process of developing implementing legislation for previous 
trade negotiations and are well aware that the term "fast track" is not an accurate 
characterization of the process. 

Congressional consideration of a trade agreement is thorough and deliberate. Be- 
fore even getting to the point of drafting implementing legislation, the administra- 
tion consults actively with Congress before and during the actual negotiations. Once 
a negotiation is concluded. Congress and the administration engage in an extensive 
discourse on all aspects of the agreement and the implementing legislation. In ef- 
fect, this comprehensive exchange of views constitutes an informal mark-up of the 
legislation that addresses all pertinent issues before the implementing bill is intro- 
duced formally in Congress. Only then are time-tables under fast track authority 
triggered: only then does Congress face the prospect of an up or down vote. 

Trade negotiating authority must be broad. It must enable the United States to 
negotiate bilateral, plurilateral and global trade liberalizing agreements. Trade oc- 
curs in a complex world of evolving and intertwining relationships. Sometimes it 
may be beneficial to negotiate bilateral free trade agreements— as with Israel or, 
prospectively, with Chile. The United States must also be able to advance its inter- 
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ests in emerging regionai free trade areas. The FTAA and APEC do not just ioom 
iarge on the horizon; they are upon us. The WTO needs to revisit the unfinished 
agenda of the Uruguay Round of muitiiaterai trade taiks; negotiations on agri- 
cuiture and services are scheduied to begin in 1999. It was the United States that 
put agricuiture on the tabie in the Uruguay Round; it is the United States that 
must pave the way for additionai reforms and market-opening discussions in the 
1999 taiks. 

Trade negotiating authority must be dean. Trade negotiating authority shouid be 
free from requirements to address nontrade issues. Trade negotiations are difficuit 
enough to conciude in and of themseives. Adding extraneous issues— whose promot- 
ers seek ieverage that denying trade benefits might provide— wiii oniy weigh down 
trade negotiations to the point that everyone ioses. 

Environmentai and sociai issues are important and difficuit in their own right. 
They shouid be addressed in other internationai fora. Trade taiks may appear to 
provide appeaiing ieverage, but in fact trade is a much weaker engine, especiaiiy 
when uniiaterai action is threatened in a giobai economy, than advocates for envi- 
ronmentai and sociai issues have recognized. 

Peopie who are concerned with feeding themseives turn first to putting food on 
the tabie. Oniy when they have deveioped and prospered enough from the benefits 
that more iiberaiized trade can provide wiii they turn their attention to improving 
their environment or addressing iabor and human rights concerns. Unfortunateiy, 
these very reai concerns are considered iuxuries in many poorer areas of the worid. 
Trade shouid not be used as a weapon but as a means to improve peopies' weaith, 
exchange ideas and transfer the technoiogy needed to reaiize sociai and environ- 
mentai progress. 

Trade negotiating authority should be permanent The Constitution provides Con- 
gress with authority to reguiate the foreign commerce of the United States. The re- 
sponsibiiity for negotiating with other countries is deiegated to the executive 
branch. Fast track authority is mereiy an arrangement between these two branches 
to coordinate this aiiocation of power and strengthen U.S. ieverage in internationai 
trade negotiations. Given the constraints imposed on the executive branch by the 
consuitative process described above, enough safeguards can be inciuded in fast 
track authorities to ensure that open-ended authority wiii not be abused. 

Permanent authority shouid inciude a mechanism to aiiow the estabiishment of 
deadiines for specific negotiations. Without deadiines, it is often difficuit to bring 
taiks to conciusion. Congress, of course, wouid retain the right to vote on any trade 
agreements reached by the administration. 

Permanent negotiating authority provides the administration with the ongoing 
abiiity to offer tariff reductions or other poiicy changes— with uitimate approvai to 
be determined by Congress on an up or down vote— in exchange for criticai conces- 
sions from other countries. Permanent authority wiii ensure that the executive 
branch is ever poised to take advantage of negotiating opportunities to further U.S. 
interests. The deiay in adopting fast track authority since it expired iast in 1994 
has meant that U.S. exports, especiaiiy agricuiturai exports, have iost significant 
ground in Chiie. Moreover, the deiay has meant that our trading partners do not 
take U.S. assertion of a trade negotiating agenda seriousiy, undermining any U.S. 
advocacy positions in regionai taiks such as the FTAA or APEC and in the WTO. 

Congressionai approvai wiii stiii appiy under permanent, unciuttered, broad- 
ranging trade negotiating authority. The up or down process works because it is 
subject to such intensive, thorough negotiations between the two branches before it 
gets to the fioor for that criticai finai vote. And, if Congress is stiii not satisfied with 
the finai package, it may vote against individuai agreements, just as efforts to pass 
a U.S. -Canada F ree Trade Agreement were defeated a number of times before the 
finai agreement took effect in 1989. 

Agriculture Should Be Top Priority 

Finaiiy, once aii these other hurdies are deared, and the United States enters into 
trade negotiations under new, permanent fast track authority, agricuiturai trade iib- 
eraiization shouid be made a top priority. U.S. agricuiture wiii certainiy benefit 
from improved market access around the worid. Moreover, poiicy reforms in agri- 
cuiture around the worid wiii iead to improved trade and exports for other sectors 
of the U.S. economy. 

It is an unfortunate fact of iife that the poorest countries frequentiy have the 
highest food costs. Many deveioping nations tax their farmers by keying input 
prices high and providing artificiaiiy iow commodity prices in the export market due 
to inconsistent and unreiiabie export practices, or they force their consumers to pay 
above worid prices by restricting imports. Even smaii reforms in these areas couid 
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lead to significant improvement in disposable income— additional income that could 
be used to purchase other, non-food commodities to better the lives of the people 
in these countries. Reform of food and agriculture policies in these countries will 
free up income that will provide a strong demand base for the many other goods 
and services that U.S. firms could provide. 

T rade liberalization for agriculture should also be comprehensive. The focus of ag- 
ricultural trade negotiations should be to remove all government distortions to 
trade, including, but not limited to, market access barriers, unfair trade practices, 
domestic policies linked to production or marketing: and supply access barriers. 
Countries around the world employ a diverse range of policies and practices to pro- 
tect and support their domestic agricultural interests. The only way to create truly 
equal competitive status is to put all trade-distorting practices on the negotiating 
table. 

Without fast track negotiating authority, agriculture would never have been in- 
cluded in the Uruguay Round as one of the top negotiation objectives. Fast track 
negotiating authority provides assurances to our trading partners that the U.S. gov- 
ernment speaks with one voice during the deliberations that lead up to production 
of a final trade agreement. Fast track authority provides assurances to our trading 
partners that they can enter into negotiations with the U.S. government to resolve 
trade problems, and the final settlement will be approved or rejected, but it will not 
be second-guessed or picked apart by the U.S. Congress. 

Conclusion 

Fast track negotiating authority can and should be used to help resolve outstand- 
ing trade disputes. Previous trade negotiations have disciplined many trade prac- 
tices but have left others relatively untouched. The result is a global trading system 
for agriculture that is rife with in^uities, many of which work against U.S. exports. 
Fast track can provide the leverage necessary to address our concerns. Fast track 
will also enable the United States to participate early and fully in bilateral, regional 
and global negotiations to improve the world's trading environment. 

A vote for fast track is also a vote in favor of addressing the various trade prob- 
lems that afflict U.S. agricultural interests and other sectors. A vote against fast 
track is a vote in favor of continuing the status quo and perpetuating those prob- 
lems. With fast track, our trade negotiators can b^in to address and correct many 
of these problems. With fast track, our trade negotiators can move to expand trade 
opportunities to help U.S. agriculture to grow and serve rising demand in all parts 
of the world. 


Statement of Bob Crawford, Commissioner of Agriculture, State of Florida 

Increasing international tradeisan admirable goal. Increasing international trade 
in a manner that decreases U.S. food production and increases food safety concerns 
are outcome measurements of a system gone awry. 

When the language of the North American F ree Trade Agreement was negotiated, 
safeguards recognizing the fragile interdependent system of perishable food produc- 
tion in this country were to be included. To assuage fears and achieve the necessary 
votes for passage, promises were made to provide resolutions for conflicts, equal 
phase-outs with trading partners for essential chemicals, and safeguards from dam- 
aging trade surges. Regrettably, the test of time has shown the intentions of the 
past were not met by the language constructed in the agreement or implementing 
legisi ation. 

So, should we rush down the fast track highway into new agreements based on 
the same flawed language? Florida agriculture and the Florida Congressional Dele- 
gation answer this question with a resounding vote of concern and caution. 

While fast track language may smooth the road in efficient trade negotiations, fair 
treatment for agriculture is critical to insure continued production of perishable 
commodities in our nation. The vulnerability of perishable commodities and the 
processed products made from them was recognized by President Clinton in 1993 
when he pledged his support and commitment to insure fair treatment for the 
unique nature of these crops. 

The other nations in the Southern Flemisphere also recognize the vulnerability of 
their perishable agriculture production. In the recent Business Forum in Belo 
Florizonte, focusing on the upcoming FreeTrade Area of the Americas, country after 
country cited similar agricultural concerns due to perishable agriculture's strong po- 
sition in their individual economies. 
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Despite reports of positive trade effects, recent Fiorida production statistics show 
a 24% reduction in aii fruits and vegetabies over the past three years. Tomato pro- 
duction deciined 53.5% since 1992. Other agricuiture sectors face continuing threats 
through unequai and totaiiy divergent requirements for sanitation, fieid worker 
safety, water quaiity, iabor restrictions and environmentai compiiance. Yet, we find 
ourseives at a piace in time, when some are proposing to require more restrictions 
on the domestic farming industry before requiring even basic sanitation compiiance 
by our trading partners. 

Fast track needs to be piaced on a "siow track" untii differences can be deait with 
constructively. Trade talks can go forward, a new round for WTO can begin, and 
we can do so with a concurrent commitment to fix the flaws before fast track au- 
thority is given. 

Globalization and concentration in our food supply today are showing that the 
foodsafety rules developed for yesterday's world are not adequate for today. Our food 
supply is either being imported from abroad or handled and processed in the hands 
of fewer and fewer companies in the U.S. Foodborne illness sickens between 33 to 
81 million Americans each year with an estimated 9,000 deaths and $5 to 15 billion 
dollar strain in preventable health care costs. Increasing outbreaks involving im- 
ported strawberries, cantaloupe, raspberries, lettuce, basil, canned mushrooms, coco- 
nut juice, and green onions alarm us. Today we have a global food supply and one 
that is sickening us more frequently. As a recent Atlanta Constitution article 
quoted, "We have the world's food, and it's as safe as the environment it comes 
from." Consumers have the right to know where their food comes from and to de- 
mand it be produced under clean conditions or not imported. As Dr. David Kessler, 
former Commissioner of the Food and Drug Administration stated, "We built a sys- 
tem back 100 years ago that served us very well for a world within our border. We 
didn't build a system for the global market place." 

Increased trade will go forward. Trade should not increase at the expense of 
human health and U.S. food production. Fast track needs to be put on a "slow 
track"until sanitation and food safety concerns as well as basic rules affecting the 
trade in perishable and sensitive crops can be worked out. 


Statement of Hon. Byron L. Dorgan, a U.S. Senator from the State of North 

Dakota 

Mr. Chairman: As a former member of this committee, I particularly appreciate 
this opportunity to outline my concerns about fast track and our nation's trade poli- 
cies. 

Normally before a vehicle is allowed on a track, it first must be inspected to deter- 
mine if it is roadworthy. The issue of fast track presupposes that we have a road- 
worthy vehicle that can properly negotiate the curves of today's global trade track. 

Unfortunately, the reality is that our nation's trade policies in modern times have 
been a dismal failure. We have had 21 consecutive years of chronic, escalating mer- 
chandise trade deficits. A whole generation of Americans have grown up and become 
legal age since the last time this country has seen a merchandise trade surplus. In 
that time we have accumulated trade deficits totaling almost $2 trillion. 

While this nation has opened its doors to trade, we do not have reciprocal access 
to the markets of our major trading partners. Year after year, the annual trade bar- 
riers report compiled by the Office of U.S. Trade Representative documents that a 
series of tariff and nontariff barriers continue as persistent major problems with our 
trading partners. It also documents that the little progress which has been achieved 
with our trading partners has come with great resistance, retrenchment, and con- 
stant renegotiation. 

Since 1974 when fast-track was first authorized it has been used five times. Since 
the first agreement under the fast track procedure (the Tokyo Round of GATT talks) 
took effect in 1981 our nation's trade deficit has mushroomed from $28 billion to 
a record $191 billion this past year. In the last three years, we have had accumu- 
lated three successively higher trade deficit records. Fast track has not moved us 
to the ri ght trade track. 

The bulk of our trade deficits continue to be abiding, structural deficits with a 
handful of trading partners. In fact, 92 percent of our trade deficits result from 
trade with six trading partners: J apan, China, Canada, Mexico, Germany and Tai- 
wan. 

To assume that our trade policies are roadworthy and ready for another fast track 
is simply not credible. It is not good enough to simply make a pit stop and slap on 
a new set of tires and make a few adjustments to get ready for a new fast track. 
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Not only does our trade vehicle need a major overhaul, it also needs fundamental 
design changes. 

We have to begin to identify and diagnose the various symptoms that make up 
our nation's failed trade policy syndrome. 

First and foremost among the symptoms is that our trade agreements are either 
not enforced or they are not enforceable. 

Our enforcement problems are compounded by the fact that the mechanisms for 
dispute resolution with our trading partners do not function very effectively. Nor do 
we have reliable trade remedies for our own domestic industries when they are ad- 
versely affected by unfair trading practices. The ongoing dispute over Canadian 
grain exports to the United States is a prime example of these difficulties. Too often, 
between our bilateral and multilateral agreements we have painted ourselves into 
a corner, and left our own citizens with little recourse to address the trade problems 
they face. 

Other symptoms include the lack of full reciprocity for American agricultural and 
manufactured goods; the growth and persistenceefidts; and, the hemorrhaging with- 
in our nation's manufacturing sector as American production and jobs have been 
outsourced to our trading partners. 

Rather than fixing the underlying systemic problems in our trade policies, we 
seem to be in a never-ending rush to achieve new agreements. We have been meas- 
uring our success in trade policy by the number of agreements we have reached, 
rather than on the performance of those agreements. 

We are suffering from the logical consequences of fast track which is defined by 
Webster's dictionary as "a building method in which construction begins even before 
plans and designs are completed." 

We don't even do a good job of keeping track of the multitude of agreements that 
we do make. In fact, a study released earlier this year by the American Chamber 
of Commerce in J apan indicated that tracking down and compiling a list of the re- 
cent bilateral trade agreements was an enormous task in itself. 

The American Chamber's report stated: "Indeed, the American Chamber of Com- 
merce in J apan was astonished to learn that no U.S. government agency has a read- 
ily accessible list of all U.S.-J apan agreements or their compi ete texts. This may in- 
dicate that it has often been more important for the two governments to reach 
agreements and declare victory than to undertake the difficult task of monitoring 
the agreements to ensure that their implementation produces results." 

This same study concluded that of the 45 major bilateral U.S.-J apan trade agree- 
ments that were reached between 1980 and 1996, only thirteen were deemed suc- 
cessful. The remainder were rated as being only marginally successful or failures. 
Unfortunately, this study is representative of most of our trade relationships. 

With the myriad of problems we face in international trade it is time for a thor- 
ough examination of where we are at and where we should be going. We can now 
longer rely on our post-World War II design and model trade policy to work for the 
21st century. We need a more thoughtful and considered trade policy agenda. 

I would like to suggest how we might begin building the right trade track for 
American trade policy. I believe a United States trade policy for the 21st century 
must: 

1. End chronic, escalating trade deficits by increasing U.S. net exports. 

2. Result in real growth in the U.S. economy, provide more and better jobs, and 
improve living standards. 

3. Provide mandatory performance standards for trade agreements together with 
enforcement to ensure full reciprocity in market access, the lowering of tariffs, and 
the reduction of export subsidies. 

4. I nclude adjustment mechanisms to prevent currency exchange rate fluctuations 
or manipulation from distorting trade flows or voiding tariff reductions. 

5. Maintain and strengthen U.S. defense and security capabilities. 

Before we rush headlong into another debate about the intricacies of fast track 
procedures within Congress, this Congress needs to have a serious debate on what 
we want to achieve through our nation's trade policies. 

The bottom line is that we need to get on the right trade track before we take 
another ride on fast track. 

Thank you. 
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Statement of National Milk Producers Federation, International Dairy 
Foods Association, U.S. Dairy Export Council 

The National Milk Producers Federation (NMPF), the International Dairy Foods 
Association (IDFA) and the U.S. Dairy Export Council (USDEC) are jointly submit- 
ting this statement in support of the renewal of fast track trade negotiating author- 
ity. Our organizations together represent U.S. producers, processors, manufacturers 
and exporters of a wide range of dairy products, including beverage milk and milk 
products, yogurt, sour cream, cheese, ice cream and frozen novelties, butter, milk 
powders and other dairy-based food ingredients. 

NMPF's 31 member cooperatives, through their 70,000 dairy producer owners, 
market 70 percent of the milk produced in the United States. IDEA'S members in- 
clude more than 650 companies and organizations accounting for approximately 85 
percent of the $70 billion worth of dairy foods annually consumed in the United 
States. USDEC's members account for over 85 percent of the more than $740 mil- 
lion of dairy products exported last year. Collectively members of these three organi- 
zations reside in all 50 states. 

The reason we are supporting renewal of fast track trade n^otiating authority 
is very simple— the future growth and prosperity of the U.S. dairy industry largely 
depends on foreign market opportunities. Fast track authority provides the best ve- 
hicle for breaking down foreign trade barriers and negotiating market-opening 
agreements to benefit the U.S. dairy industry. 

The fact that we are jointly submitting this statement is evidence of the broad 
consensus within the U.S. dairy industry over the importance of foreign market de- 
velopment, and the critical role of fast track in helping us achieve our goals. 

Flistorically, the U.S. dairy industry has concentrated on the U.S. domestic mar- 
ket. That focus, however, is changing. New international trade rules in the World 
Trade Organization (WTO) coupled with greater market orientation in U.S. domestic 
dairy policy provide new incentives and opportunities for the dairy industry to sup- 
ply international markets. U.S. dairy price supports will be eliminated at the end 
of 1999, and world market conditions will have a much greater influence on our 
profitability and sales opportunities. With 96% of the world's consumers living out- 
side of our borders, the greatest prospects for our industry's growth and prosperity 
lie in international markets. 

The United States is the largest single-country producer of dairy products in the 
world. Our industry is cost efficient and has the potential to be a major global sup- 
plier of dairy products. Due, however, to market barriers and extensive use of sub- 
sidies by some foreign competitors, the U.S. share of world dairy trade has been 
very limited. For example, the United States produces 27 percent of the world's 
cheese, but accounts for only 3 percent of world cheese exports. The European 
Union, on the other hand, a heavy subsidizer of dairy products, accounts for 47 per- 
cent of world cheese production but 57 percent of world cheese exports. 

The GATT Uruguay Round Agreements were an historic first step toward free and 
open trade in agriculture on a multilateral basis. Export subsidies by WTO mem- 
bers, a significant impediment to the international competitiveness of U.S. dairy 
products, are now subject to maximum caps and annual reductions. Minimum im- 
port access commitments also represent progress in opening markets to agricultural 
trade. These changes, albeit modest in size, are an extremely important discipline 
on international behavior, and must be rigorously implemented and enforced. 

We cannot tolerate the efforts of certain WTO members, such as the European 
Union and Canada, to sustain protection to their dairy industries in circumvention 
of their WTO obligations. The European Union is skirting around its limits on ex- 
port subsidies for processed cheese through creative allocation methods under an in- 
ward processing program. Canada's recent conversion to a price-pooling export sub- 
sidy scheme is clearly designed to maintain export subsidies without regard to the 
limits and reductions required under the WTO. The Clinton Administration shares 
our concern over these practices, and we appreciate its commitment to take forceful 
action to ensure full enforcement of existing WTO obligations. 

Although the Uruguay Round Agreements represent an important step forward, 
it did not eliminate all inequities in world trading conditions or every barrier to 
dairy trade. Much more remains to be done to improve world trade opportunities 
in the dairy sector. That is why renewal of fast track authority is so important. 

The next stage of WTO negotiations on agricultural trade rules will begin in late 
1999. Prompt renewal of fast track authority is imperative if U.S. trade negotiators 
are to participate in any meaningful way in the upcoming multilateral negotiations. 
Continuing the multilateral reforms in agricultural trade is critical, and requires 
strong, bold leadership by the United States. This can only come about, however, 
if U.S. negotiators have the authority and mandate which comes from fast track. 
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Moreover, improved access to growing regionai markets requires fast track au- 
thority. Since fast track negotiating authority iapsed in 1994, the United States has 
been virtuaiiy on the sideiines as biiaterai and regionai trade agreements were ne- 
gotiated among trading partners in Latin America and Asia. With rapidiy growing 
popuiations, rising incomes, and increasing popuiarity of western-styie foods, these 
regions provide the greatest opportunities for expanded exports of U.S. dairy prod- 
ucts. I n the past five years, however, more than 20 new trade agreements have been 
conciuded without U.S. participation in Latin America and Asia. Important opportu- 
nities for U.S. exporters are being missed due iargeiy to iack of fast track authority. 

We aiso have unfinished business on opening markets for dairy trade in North 
America. Aithough Mexico opened up new opportunities for U.S. dairy exports, Can- 
ada continues to biock access to its dairy market through exorbitant tariffs. We 
must continue to seek ways to remove i mpedi ments to U.S. -Canada dairy trade. The 
geographic proximity of our markets and of our dairy industries makes free and 
open dairy trade a iogicai objective. 

Our organizations understand that we wiii not achieve our internationai trade 
goais by renewai of fast track authority aione. Strong ieadership by our trade nego- 
tiators wiii be needed to ensure that trade agreements resuit in meaningfui, tan- 
gibie benefits to the U.S. dairy industry. Trading partners reiuctant to open up their 
dairy markets at home must not be aiiowed to keep dairy "off the tabie." Subsidies 
must be attacked in whatever form they appear, and market access must be sub- 
stantiaiiy improved. Moreover, once trade negotiations are conciuded and agree- 
ments are signed, they must be vigorousiy impiemented and enforced. 

Much work iies ahead if internationai market opportunities for U.S. dairy prod- 
ucts are truiy to be improved. But none of it is possibie uniess Congress renews fast 
track trade negotiating authority. President Ciinton's iegisiative proposai wouid 
renew fast track authority untii 2005 and inciudes significant improvements to the 
notification and consuitation procedures, thus ensuring continuing diaiogue with the 
Congress and the private sector. We aiso appiaud the President's recognition of the 
importance of agricuiturai trade iiberaiization in the specific identification of agri- 
cuiturai trade negotiating objectives. 

NMPF, IDFA, and USDEC urge the Congress to work constructiveiy with the 
President to swiftiy enact fast track negotiating authority, so that the United States 
can improve opportunities for the U.S. dairy industry to grow and prosper as an ac- 
tive, competitive suppiier to internationai markets. 


Statement of Edward Fire, President, International Union of Electronic, 
Electrical, Salaried, Machine and Furniture Workers (lUE), AFL-CIO 

On behaif of the 130,000 members of the Internationai Union of Eiectronic, Eiec- 
tricai, Saiaried, Machine and Furniture Workers (lUE), AFL-CIO, I appreciate this 
opportunity to comment on the proposed extension of fast-track negotiating author- 
ity to the Ciinton administration for use in negotiating trade agreements, and on 
the report required under Section 108 of the North American Free Trade Agreement 
(NAFTA). 

lUE represents production and maintenance workers throughout a broad spec- 
trum of trade-sensitive industries inciuding eiectricai-eiectronics, automobiies and 
parts, aircraft engines and aerospace, power-generating equipment and furniture 
manufacture. Our members work for some of the iargest export and import corpora- 
tions in the United States, inciuding Generai Eiectric (GE), Generai Motors (GM), 
Lockheed Martin, United Technoiogies, North American Phiiiips, Whiripooi, ITT and 
Boeing, as weii as for many smaiier companies. 

Whiie these corporations are diverse, they share an investment and subcontract- 
ing strategy that continuaiiy threatens not oniy the iiving standards of the working 
men and women of this country but the economic weii-being of workers giobaiiy. The 
extension of a U.S. trade poiicy that iacks fundamentai iabor rights and environ- 
mentai protections wouid act oniy to further acceierate the deterioration of the envi- 
ronment and economic equaiity. The preferentiai treatment aiiowed by fast track 
shouid appiy only to agreements that contain enforceabie provisions on iabor and 
the environment. Such provisions wouid ensure that workers share in the benefits 
of internationai trade and the giobai economy. 

President Ciinton and other proponents of fast track want to persuade the Amer- 
ican pubiic to think that such negotiating authority wouid bebenefidai to American 
workers and the domestic economy. They suggest that, by providing incentives to 
companies to move basic manufacturing to iow-wage nations, that free-trade agree- 
ments without iabor standards wiii heip to maintain higher-paying jobs in the 
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United States. This specious argument, obscures the reai reason that this specific 
fast-track proposai has such avid supporters: The companies supporting this pro- 
posai expect to benefit economicaiiy from the expioitation of workers and the non- 
existence of meaningfui governmentai reguiations. Whiie extension of NAFTA sureiy 
wouid boost further the profits of many American-based companies, it wouid cause 
irreparabie harm to miiiions of American workers. 

Four years ago. President Ciinton requested simiiar authority from Congress. U.S. 
Trade Representative Mickey Kantor, echoing the administration's refrain, assured 
Congress that the North American F ree Trade Agreement (NAFTA) wouid "generate 
high-paying jobs that wiii have a huge impact on this country." Contrary to Mr. 
Kantor's predictions, more than 133,000 American workers aiready have iost their 
jobs and quaiified for NAFTA Trade Adjustment Assistance (TAA). As many as 
500,000 more American workers have felt NAFTA's sting with the loss of their jobs, 
too. 

Our experience with NAFTA offers just a sample of what American workers can 
expect from fast-track negotiating authority. J ust last week, 240 members of lUE 
Local 417 became the latest trade victims when Allied Signal announced it was ex- 
porting 240 jobs to various locations— including Mexicali, Mexico. These highly 
skilled workers produce generators and transformers for military and commercial 
aircraft at the company's Eatontown, N.J ., facility. In a J uly 31, 1997, open letter 
to these workers. Allied Signal President Daniel Burnham lauded their perform- 
ance, calling the Eatontown site "a pace setter in the area of Quality Systems. Re- 
cent letters received congratulating us on our accomplishments are a testament to 
the quality of your efforts." A handwritten note accompanying the letter concluded 
by praising their performance on a Boeing project: "Eatowntown is the best in the 
company in this critical measure [quality]. I'm proud of all of you." 

Apparently, being "the best in the company" in the post-NAFTA world is not 
enough to protect your job from low-wage competition. Neither is working at a prof- 
itable plant or making the Blackhawk helicopters that "serve an essential role in 
increasing the preparedness our armed forces." Each of these descriptions applies 
to the members of lUE Local 417— yet, their jobs are headed for Mexico. 

Flighly compensated workers also are vulnerable to exploitation when the United 
States enters into trade accords bereft of even minimal labor standards. This year, 
245 workers at the Motor Coils facility outside Pittsburgh also were victimized by 
NAFTA. Workers at this plant, members of lUE Local 606, earned an average of 
$14.30 an hour, or roughly $30,000 annually— approximately 7 percent above the in- 
dustry average. Including employee pension and health care benefits, the Motor 
Coils workers earned a total compensation package worth roughly $26 per hour. 

Despite the fact that the plant was both productive and profitable. Motor Coils 
workers recently were told their jobs would be moved to Mexico. lUE officers met 
with company officials in an effort to coordinate meetings with regional economic 
development agencies, to seek assistance from state and federal representatives and 
to negotiate wage and benefits concessions. The company told us not to bother try- 
ing— unless the workers were willing to work for less than what Motor Coils would 
be paying its Mexican workers. The company claimed, and a review of the compa- 
ny's books confirmed, that Motor Coils plans to pay the Mexican workforce $3.37 
an hour— a figure that included both wages and benefits. 

Flighly productive and well -compensated workers at such large corporations like 
as ITT especially are susceptible to the ramifications of trade agreements containing 
no labor provisions. 

Flighly productive and well -compensated workers at such large corporations as 
ITT especially are susceptible to the ramifications of trade agreements containing 
no labor provisions. With the closing of Steelworker-represented plant in Canada, 
members of lUE Local 509 employed at ITT Automotive in Rochester, NY., are 
working at the last remaining North American facility outside of Mexico. Flow long 
will it be before their jobs move south, too? 

The administration has said that fast-track trade accords would bring jobs to 
states along the Mexican border. Again, the reality for lUE workers is much dif- 
ferent than administration's rhetoric. lUE represents 1,500 highly skilled workers 
at the Trane Co., facility in Tyler, Texas,— just miles from the Mexican border. A 
few weeks ago, Trane announced it would export nearly 200 jobs that pay lUE 
members $13.21 an hour from Tyler across the border to a new facility in Mexico. 

I n a pattern that has become all to familiar to NAFTA victims, Trane implied dur- 
ing recent contract negotiations that unless substantial concessions were forthcom- 
ing, the plant would become "uncompetitive" and eventually would close. After pil- 
laging worker benefits at the negotiating table and forcing workers to increase their 
already record productivity, the company moved the 200 jobs anyway. 
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In ciceing, I would like to address an assumption that underlies each of the ad- 
ministration's arguments for fast track. President Clinton says that congressional 
amendments addressing labor standards would preclude the U.S. from negotiating 
trade accords. The administration essentially is saying that despite the fact that 
fragile, developing economies all over the world are desperate to gain access to the 
lucrative U.S. market, our country has no leverage at the "new world economy" bar- 
gaining table. 

The problem is not leverage. The problem is the Administration's unwillingness 
to demand improved labor standards as a precondition for access to U.S. consumers. 
Such demands would enhance worldwide labor standards and end the exploitation 
of low-wage earners in foreign countries— and also would inhibit corporations from 
threatening to move U.S. jobs to countries with inferior labor laws. The administra- 
tion and congressional free-trade adherents foresee a trade war with the use of such 
tactics, but the Clinton administration, with the full support of lassiez-faire pro- 
ponents, already has threatened to close access to the U.S. market as a bargaining 
tool— on behalf of corporate America. 

Recently, China— a country with 20 times as many potential customers for U.S. 
goods as Chile— refused to crack down on the rampant pirating of U.S. software and 
other intellectual property within its borders. When the Clinton administration 
threatened to restrict China's access to lucrative American markets, China agreed 
to reign in illegal pirating. As this example illustrates, countries desire access to the 
U.S. market and are willing to negotiate to achieve success. Clearly, President Clin- 
ton has all the leverage he needs to negotiate a trade agreement that respects work- 
er dignity. Congress doesn't need to give President Clinton any more negotiating au- 
thority. 

Our members are outraged that the Clinton administration is forging ahead with 
such fast-track proposals against the backdrop of growing economic inequality and 
increasing demands from employees that workers moderate their expectations of 
wage and benefit improvements. The ramifications of free-trade agreements are far 
too broad and serious to be negotiated without the full involvement and input of the 
Congress. Thus, we urge you to deny President Clinton the authority to negotiate 
trade agreements that preclude Congress from sending such accords to address 
labor standards and environmental concerns. 


Statement of Steve Beckman, International Economist, International 
Union, United Automobile, Aerospace and Agricultural Implement 
Workers of America (UAW) 

Mr. Chairman, my name is Steve Beckman. I am an international economist for 
the I nternational Union, United Automobile, Aerospace and Agricultural Implement 
Workers of America. The UAW represents 1.3 million active and retired members 
in the automotive and other industries. The UAW appreciates the opportunity to 
present its views to the Subcommittee on fast track trade negotiating authority. 

The UAW believes strongly that the Administration's fast track proposal goes in 
precisely the wrong direction. It clearly does not require that labor and environ- 
mental protections must be included in the core of any new trade agreements, en- 
forceable through trade sanctions, in order for those agreements to be subject to fast 
track procedures. Instead, it actually prohibits fast track consideration of labor and 
environmental issues in bilateral and regional trade agreements. 

The Administration's proposal includes negotiating objectives that limit fast track 
coverage of worker rights and the environment to negotiations in the World Trade 
Organization (WTO). Fast track procedures, thus, would not apply to labor and envi- 
ronment provisions that might be negotiated in any bilateral, regional or other trade 
agreements. Yet, it is in these non-WTO negotiations that the U.S. has the most 
leverage to ensure that these matters are addressed in a meaningful way. 

I n defining the provisions that can be included in legislation eligible for fast track 
treatment by Congress, the Administration proposal would apply to provisions that 
are "necessary or appropriate" to implement the trade agreement "and which are 
related to trade." The meaning of this last phrase has been made clear by Chairman 
Archer— it is to be a barrier to the inclusion of provisions on labor and environ- 
mental issues in trade agreements that are subject to fast track procedures. Prac- 
tically, this provision would ensure that provisions covering the enhancement and 
enforcement of internationally-recognized core labor standards, such as the right to 
freedom of association, the right to organize and bargain collectively, child and pris- 
on labor prohibitions and minimum standards on wages, hours and workplace safety 
and health are not included in fast track legislation. This provision betrays the 
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decades-long efforts of the DAW, the American labor movement and unions of work- 
ers around the globe to establish a constructive discussion of the need for the inter- 
ests of workers to be incorporated into international trade agreements in equal 
measure with the interests of multinational corporations. 

The bill reported by the Senate Finance Committee is a further step in the wrong 
direction. It eliminates fast track consideration of labor and environmental enforce- 
ment and improvement by the WTO, and makes it clear that these issues cannot 
be included in any fast track deals. The Administration's positive response to the 
Finance Committee bill demonstrates its decision to pursue trade negotiating au- 
thority that does not address the need for worker rights and environmental protec- 
tions in trade agreements. 

The Senate Finance Committee bill excludes "promoting respect for workers' 
rights" from fast track coverage completely. Along with "seeking to protect and pre- 
serve the environment," improving worker rights and standards is included in a sec- 
tion called "International Economic Policy Objectives Designed to Reinforce the 
Trade Agreements Process." The bill precludes the use of fast track procedures to 
advance these objectives by leaving them out of the list of principal trade negotiat- 
ing objectives. Even there, safe from fast track consideration, the Senate Finance 
Committee bill sets no specific objectives in the area of worker rights. Instead, it 
defines U.S. policy as "reviewing" and "seeking" worker rights progress. After more 
than 20 years of efforts to win provisions in international trade agreements concern- 
ing worker rights, the absence of a requirement to make progress in this area is 
an insult to workers in the U.S. and around the world. 

The Senate Finance Committee bill takes this restrictive language one step fur- 
ther by limiting implementing legislation to provisions that are "directly related to 
trade." Again, the goal is to prevent the inclusion of labor and environment provi- 
sions from being covered in fast track legislation. The intent is the same as in the 
Administration proposal; the Senate Finance Committee's language is more explicit. 

I n its list of principal trade negotiating objectives, the Senate Finance Committee 
bill competes with the Administration proposal for disingenuous intent. While the 
Administration limited a broad objective ("to promote respect for internationally rec- 
ognized worker rights") just to the forum provided by the WTO (where prepress on 
labor and environment issues has been stymied for years and no change is in sight), 
the Senate Finance Committee bill does not limit the forum but sharply cir- 
cumscribes the subject of discussion. Only changes in foreign government regulation 
and practices, including the areas of labor and environment, that have as their pur- 
pose attracting investment or inhibiting U.S. exports are considered to be principal 
negotiating objectives to be covered under fast track legislation. This language 
would prevent including in trade agreements subject to fast track consideration pro- 
visions that promote respect for internationally-recognized worker rights or the en- 
vironment. Under this formulation, even the weak and ineffective NAFTA side 
agreements could not be negotiated. They cover broader issues and include obliga- 
tions on the U.S. (which is proscribed by the Senate bill) as well as on foreign gov- 
ernments. 

Like the Administration bill, the Senate Finance Committee bill requires that 
labor and environmental provisions be "trade related" to be considered "necessary" 
for fast track implementing legislation. As Chairman Archer has indicated, this 
would restrict coverage to measures adopted specifically to influence international 
trade. Thus, the inadequacy of protections for workers and the environment in nu- 
merous countries and the need for improved standards could not be remedied in fast 
track trade legislation under these limitations, even when the undermining of inter- 
national norms provides an advantage in the international economy. As a result, the 
Administration proposal and the Senate Finance Committee bill are dismissive of 
our concern that fundamental worker and environmental rights and standards are 
being eroded by international trade and investment agreements. 

I n contrast to both the Administration proposal and the Senate Finance Commit- 
tee bill, the promotion of respect for internationally recognized worker rights was 
a principal negotiating objective in the 1988 trade act that gave President Bush the 
authority to negotiate NAFTA and the Uruguay Round of GATT. In the 1988 au- 
thority, there was no restriction on the forum in which the promotion of these rights 
could be negotiated, no limitation on examining only the diminution of those rights 
for specific purposes and no requirement that these issues be trade related or di- 
rectly trade related, as defined by those outspokenly antagonistic to including work- 
er rights in trade agreements. Both the Administration and Senate Finance Com- 
mittee proposals on worker rights depart from, and seriously restrict, previous fast 
track negotiating authority. The inadequate NAFTA side agreements are the results 
of negotiations that took place under the broader 1988 fast track authority. It is 
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clear that the results of negotiations under the fast track proposals before us today 
will be even more unsatisfactory. 

The bill prepared by Chairman Archer contains the same deficiencies as the Ad- 
ministration and Senate Finance proposals. It limits the consideration of labor and 
environment In fast track legislation to those aspects that are directly trade related 
and limit market access. The promotion of respect for Internationally recognized 
workers rights and standards In International trade, which the DAW believes must 
be the goal of U.S. trade policy, would be excluded from fast track consideration by 
Chairman Archer's proposal. The Inadequacy of the Archer bill on the Issues of labor 
and the environment Is shown by Its exclusion of fast track treatment for protec- 
tions such as the NAFTA side agreements, which have been acknowledged to be 
weak and Ineffective. 

For these reasons, the Archer bill, the Administration proposal and the Senate Fi- 
nance bill all represent major steps backward In the treatment of worker rights and 
standards In U.S. fast track trade negotiating authority. On these grounds alone, 
the UAW urges the rejection of legislation granting the President fast track author- 
ity at this time. 

In addition to this fundamental shortcoming, the UAW opposes fast track legisla- 
tion because the trade agreements negotiated under this model of International 
trade and Investment have undermined workers' living standards In the U.S. and 
abroad. NAFTA Is the result of negotiations based on these objectives. The stagger- 
ing growth of the U.S. trade deficit with Canada and Mexico since NAFTA went Into 
effect, from $9 billion In 1993 to $36 billion In 1996, provides a strong argument 
against extending badly flawed trade negotiating authority. NAFTA trade In auto- 
motive products, which accounts for one-fourth of all U.S. trade with Mexico and 
Canada, produced a U.S. deficit of $26.6 billion In 1996, more than twice the pre- 
NAFTA 1993 deficit of $13.1 billion. American auto workers have missed out on 
hundreds of thousands of jobs producing vehicles and parts for the North American 
market as a result of the growth In this trade Imbalance. 

The loss of American workers' job opportunities caused by the widening trade defi- 
cit and the downward pressure on their wages and benefits stimulated by the inter- 
national competition for investment has reinforced the resolve of American workers 
to oppose the extension of the NAFTA model. Broader authority to reach agreement 
on worker and environmental provisions in trade agreements is needed, not greater 
restriction on the Administration's ability to negotiate in these areas as is being pro- 
posed. 

The importance of fast track trade negotiating authority has been misrepresented 
by advocates of renewing this authority. The Administration claims to have nego- 
tiated two hundred trade agreements during the period in which fast track author- 
ity has not been in effect. Clearly, it is possible to negotiate with U.S. trading part- 
ners and reach agreements without fast track authority. Contrary to the scare tac- 
tics of fast track proponents, U.S. trade balances have been improving with Chile 
and other Latin American countries that are considered to be next in line for 
NAFTA-expansion negotiations if fast track authority is extended. U.S. exporters 
are not being swept aside in these countries by producers abroad. At the same time, 
the U.S. trade balance with Mexico and Canada has deteriorated sharply since 
NAFTA became effective in 1994. Given the fact that trade agreements have been 
negotiated without fast track authority, the serious adverse consequences for Ameri- 
cans of the fast track-negotiated NAFTA and the recent gains in trade with Latin 
American countries. Congress should be considering how to use its Constitutional 
authority over U.S. international commerce to ensure that American workers and 
the environment benefit from growing international trade and investment. It will 
not serve the public interest to grant the Administration the authority to build on 
the faulty foundation of the NAFTA model with additional agreements that cannot 
be amended or improved by Congress. 

Without progress in the areas of most concern to our members, we must oppose 
the extension of fast track trade negotiating authority. The Archer bill, the Adminis- 
tration proposal and the Senate Finance Committee bill fail to address the defi- 
ciencies of past trade agreements and the negotiating authority that led to them. 
We urge the members of the Subcommittee to reject these proposals and the NAFTA 
model of trade agreements that they represent. 

Thank you. 
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National Association 

OF Manufacturers 

October 3, 1997 


The Honorable Bill Archer 

Chairman, Committee on Ways and Means 

U.S. House of Representatives 

1102 Longworth HouseOffice Building 

Washington, DC 20515 


Dear Mr. Chairman: 


As you know from our previous testimony, the National Association of Manufac- 
turers ("NAM"), on behalf of 14,000 US manufacturers— large and small— and ap- 
proximately 18 million workers, supports trade liberalization. International com- 
merce has become an important mainstay of our companies' livelihoods, and is sim- 
ply irreversible. 

The NAM believes that extension of the executive branch's trade negotiating au- 
thority must be achieved. We have already been too long without "fast track" au- 
thority and welcome a speedy resolution of the issue. 

We commend you for your hard work in forcing the necessary compromises on the 
complex and controversial issues that are the crux of the fast track debate. It is due 
to you and your staff's hard work that this bill is moving forward. 

The NAM has always been clear that while this matter is a top priority, we would 
not accept "fast track" at any cost. We have stated repeatedly, as have you, that 
we disagree with the inclusion of broad authority for the negotiation of non-trade 
provisions in a trade agreement. The linkage of labor and environmental provisions 
is inappropriate if it exceeds a direct relationship to trade. We are not pushing for 
a statutory definition of "directly related to trade" however: that is likely to sink 
the whole process. Guiding language in the legislative history regarding this matter 
might be useful, if language could be agreed upon. 

The matter that is of most pressing concern to US manufacturers is the use of 
trade sanctions to enforce non-trade provisions or agreements. The NAFTA side 
agreements exercise showed that the executive branch is willing to include sanctions 
as enforcement mechanisms for non-trade issues. While the enforcement mecha- 
nisms in the NAFTA side agreements have been characterized as minimal, a prece- 
dent has been set. It also is argued that Congress has already agreed to the cede 
some trade sanctions authority through the "section 301" process. However, 301 
trade sanctions are for trade policy purposes only. It is our strong recommendation 
that the fast track legislative package include some guiding language suggesting the 
inappropriate nature of using unilateral sanctions for non-trade purposes. 

Finally, the NAM member companies note that an earlier draft proposal for the 
extension of fast track procedures included a provision requiring consultations with 
industry sector advisory groups regarding specific trade barriers that the Adminis- 
tration is intending to address in any proposed negotiations. That provision was 
omitted in the Administration's current proposal. 

The NAM member companies would like to see that provision, or a similarly ap- 
propriate one, included in the proposal your Committee marks up next week. Provi- 
sion again for briefing of the appropriate industry sector advisory groups by the Ad- 
ministration before an agreement is entered into would also be helpful. This would 
ensure that those industries with a particular stake in the negotiations would pro- 
vide additional input to Congress and the Administration regarding a proposed 
trade agreement. Enclosed please find a copy of the legislative language that was 
included in the prior proposal. I would be happy to discuss this with your staff fur- 
ther. 

Again, the NAM member companies thank you for your commitment to extending 
the procedures for a consultative and expedited process for the negotiation of trade 
agreements. The US manufacturing community cannot overemphasize the impor- 
tance of continuing momentum and US leadership in the pursuit of trade liberaliza- 
tion and market access. We want to continue to be able grow the economy and jobs! 


Sincerely, 


M . Dianne Sullivan 
Director, Trade Policy 


Enclosure 
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18 

1 (C) The provisions of sections 152(d) and (e) of 

2 the Trade Act of 1974 (19 U.S.C. 2192(d) and (e)) 

3 (relating to the floor consideration of certain resolu- 

4 tions in the House and Senate) apply to extension 

5 disapproval resolutions. 

6 (D) It is not in order for — 

7 (i) the Senate to consider any extension 

8 disapproval resolution not reported by the Com- 

9 mittee on Finance; 

10 (ii) the House of Representatives to eon- 

1 1 sider any extension disapproval resolution not 

1 2 reported by the Committee on Ways and Means 

1 3 and the Committee on Rules; or 

14 (iii) either House of the Congress to con- 

15 sider an extension disapproval resolution after 

16 March 1, 2001. 

1 7 SEC. 4. CONSULTATIO.VS. 

18 (a) Notice and Consultation Before Nbqotu- 

19 TION. — 

20 (1) In general. — The President, at least 90 

21 calendar days before initiating negotiations on any 

22 agreement that is subject to the provisions of section 

23 3(b), shall— 

24 (A) provide written notice to the Congress 

25 of the President’s intention to enter into the ne- 
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1 gotiations and set forth therein the date the 

2 President intends to initiate such negotiations, 

3 the specific United States objectives for the ne- 

4 gotiations, and whether the President intends to 

5 seek an agreement, or changes to an existing 

6 agreement; and 

7 (B) before and after submission of the no- 

8 tice, consult regarding the negotiations with the 

9 Committee on Finance of the Senate and the 

10 Committee on Ways and Means of the House of 

1 1 Representatives and such other committees of 

12 the House and Senate as the President deems 

1 3 appropriate. 

14 (2) Consultations on sPECiprc trade bab- 

15 BIERS. — 

16 (A) Consultation. — In addition to the 

17 requirements set forth in paragraph (1), before 

18 initiating negotiations with respect to a trade 

19 agreement entered into under section 3(b) in 

20 which any provision is directly related to the 

21 principal trade negotiating objective set forth in 

22 section 2(b)(1), the President shall consult with 

23 the Committee on Ways and Means of the 

24 House of Representatives and the Committee 
on Finance of the Senate and with the industry 


25 
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1 sector advisorj’ groups established under section 

2 135 of the Trade Act of 1974 with respect to 

3 such negotiations. 

4 (B) Scope. — The conauKationa described 

5 in subparagraph (A) shall coneem how the ne- 

6 gotiation meets the objective of reducing or 

7 eliminating a specific tariff or nontariff barrier 

8 or foreign government policy or practice specifi- 

9 cally related to trade that distorts or impedes 

10 United States imports or exports. 

1 1 (b) Consultation With Congress Before 

1 2 Agreements Entered Into. — 

13 (1) Consultation.— Before entering into any 

14 trade agreement under section 3(b), the President 

1 5 shall consult with — 

16 (A) the Committee on Ways and Means of 

17 the House of Representatives and the Conunit- 

18 tee on Finance of the Senate; and 

19 (B) each other committee of the House 

20 and the Senate, and each joint committee of the 

2 1 Congress, which has jurisdiction over legislation 

22 invohing subject matters which would be af- 

23 fected by the trade agreement. 
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Table 1 

The Employment Impacts of NAFTA on U.S. Industries 
Aggregated Indushry totals 
Change, 1993 to 1996, Mexico and Canada aggregated 




Trade Impacts 

(millions of S1987) 


I Employment Impacts (Job opportunities) 

Industry 


Domestic 

Imports for 


Domestic 

Imports for 


Inumber 


Exports 

Consumption NetExporte 

Exports 

CofBUftsrtion NetExoorls 

1-3 

Agncjltiire, forestry, fisheries 

1.881 

1,602 

279 

31,683 

38,813 

(7.131) 

4-8 

Mnlng 

719 

7,722 

(7,002) 

5,913 

33,648 

{27,735} 

9 

Construction 

0 

0 

0 

3,921 

7,393 

(3,472) 

10-107 

Manufacturing 

39,961 

70,734 

(30,772) 

281,952 

565,282 

(283,329) 

10-14 

Lumber and wood products 

(81) 

2,618 

(2,700) 

872 

34.379 

(33,507) 

15-17 

Furniture and fixtures 

(69) 

1,844 

(1,912) 

[1,206) 

15,837 

(17,043) 

18-21 

Stone, clay, and glass products 

366 

872 

(506) 

4.921 

10,615 

(5,694) 

22-27 

Primary metal indusbies 

2,069 

4,460 

(2,391) 

17,019 

30,042 

(13,022) 

28-36 

Fabricated metat products 

SSS 

2,134 

(1,280) 

18,501 

38,498 

(19,997) 

37-45 

Irvdusti^ machinery arxl equipment 

6,814 

6,756 

58 

41,559 

52,062 

(10,503) 

45-53 

Electronic and odter electrical equipment 

7,605 

11,357 

(3.752) 

63,107 

101.167 

(38,060) 

54-68 

Transportation equipment 

8,335 

19,182 

(10,847) 

27,687 

69.092 

(41,405) 

59-64 

Instruments and related products 

734 

1,671 

(S37) 

5.826 

15,210 

(9.384) 

65-67 

MisceHaneous manufacturing industries 

1,970 

4,842 

(2,672) 

15,509 

40.885 

(25,376) 

66-75 

Food and kindred products 

802 

1,938 

(1.136) 

2,857 

9,886 

(6,028) 

76 

Tobacco products 

26 

(356) 

382 

53 

(518) 

572 

77-80 

Textile mill products 

826 

792 

34 

14,734 

26.037 

(11,303) 

81-82 

Apparel and other textile products 

1,112 

2,788 

(1,676) 

15,335 

41,080 

(25,745) 

83-85 

Paper and allied products 

1,343 

2.972 

(1,629) 

7.720 

13,377 

(5,657) 

86-93 

Printing and publishing 

308 

351 

(43) 

, 6.891 

14.758 

(7,867) 

94-100 

Chemicals and allied products 

4,397 

3.475 

922 

17,101 

21,083 

(3,963) 

101-102 

Petroleum and coal products 

600 

1,331 

(730) 

843 

1,721 

1873) 

103-105 

Rubber and miscellarreous plastics produc 

1,860 

1,479 

381 

21,924 

28,138 

(6,214) 

106-107 

Leadrer arxi leather products 

89 

227 

(138) 

692 

2,933 

(2,240) 

108-115 

Transportation 

0 

0 

0 

15,979 

31,091 

(15,112) 

116 

Communications 

0 

0 

0 

2,633 

5,169 

(2,536) 

117-119 

Ufilities 

0 

0 

0 

3,598 

6,936 

(3,338) 

120-122 

Trade 

0 

0 

0 

44,283 

86,779 

(42,496) 

123-130 

FIRE 

0 

0 

0 

9,379 

17,038 

(7,559) 

131-169 

Services 

0 

0 

0 

39,191 

75,998 

(36,3081 

170-179 

Government 

0 

0 

0 

3,759 

7,495 

(3,736) 

180-183 

Special Industries 

241 

399 

(158) 

0 

0 

0 

1-183 

subtotal 

42.803 

80.456 

(37,653) 

442.291 

875.642 

(433.351) 


Less: 







AcQustments to remove RefailA/Vholesafe Trade and Advertiang: 







120,122 

Trade, no retaiVwholesale 

0 

0 

0 

6,044 

11,701 

(5,658) 

131-135, 137 

Services, no advertsing 

0 

0 

0 

37,620 

72,749 

(35,130) 


Adjusted Total, no retallfwholesale/advertlsing 

42,803 

80.456 

(37.653) 

402,481 

797,315 

(394,835) 


Source; Economic PoRcy Institute Analysts of Commerce Dept. data. 
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Table 2 

The Empioymeni Impacts of NAFTA on U.S. Industries 
Detailed Industry totals 

Change. 19S3lo 1996, Mexico and Canada aggregated 


Irumber 

Trade Impacts 
Domestic 
Exports 

(millions of SI 987) 

Imports for 

Consumption Net Exports 

Employment 

Domestic 

Exports 

Impacts (Job 
imports for 
Consumption 

opportunitief) 

Net Exports 

1 Agricultural production 

1.777.54 

1.480.82 

296.72 

24.934 

27,370 

(2,437) 

2 Agricultural services 

0.00 

0.00 

0.00 ^ 

5,784 

6.009 

(2,225) 

3 Forestry, fishing, hunting, & trapping 

103.42 

121 16 

(17.74); 

965 

3.434 

(2.469) 

4 Metal mining 

130.53 

191 64 

(61.11) 

1,111 

3.193 

(2,083) 

5 Coal mining 

148.85 

23.58 

125.27 

1.523 

1.247 

277 

6 Crude petroleum, natural gas, and gas liQuids 

384.08 

7,427.76 

(7,043.69)1 

2.008 

23.573 

(21,566) 

7 Oil and gas field services 

0.00 

0.00 

0.00 1 

353 

4.160 

(3,807) 

6 Nonmetallic minerals, except fuels 

55.95 

78.54 

(22.59) 

918 

1.475 

(557) 

9 Construction 

0.00 

0.00 

0.00 ! 

3,921 

7.393 

(3.472) 

10 Logging 

94.81 

17 49 

77.31 ! 

717 

7.010 

(6.294) 

11 Sawmills and planing mills 

(114.21) 

1,645.48 

(1 .759.70)! 

(175) 

15,365 

(15,540) 

12 Millwork, plywood, and structural members 

(67.31) 

407.30 

(474.60)1 

(321) 

5416 

(5,737) 

1 3 Wood containers artd misc 

10.27 

517 74 

(507,47) 

662 

6,287 

(5,625) 

14 Wood buildings and mobile homes 

(4.88) 

30.16 

(35.04) 

(11) 

301 

(311) 

15 Household furniture 

(10.46) 

90.59 

(101.05) 

9 

2,452 

(2,444) 

16 Partibons and fixtures 

7.64 

53.13 

(-45.49) 

62 

772 

(710) 

1 7 Office and misc. furniture and fixtures 

(65.72) 

1,700.07 

(1,765.79) 

(1,277) 

12,613 

(13,890) 

18 Glass and glass products 

228 D6 

355.37 

(127.31) 

2.899 

4.913 

(2.015) 

19 Hydraulic cement 

7.17 

119.71 

(112.54) 

31 

480 

(449) 

20 Slone, clay, and misc. mineral products 

126,38 

265,32 

(138.94) 

1,668 

3,741 

(2.073) 

21 Concrete, gypsum, & piaster products 

4.37 

131.70 

(127.33) 

323 

1,480 

(1,157) 

22 Blast furnaces and basic steel products 

740.56 

1,129.22 

(388.66) 

4,949 

10,375 

(5,426) 

23 Iren and steel foundries 

80.07 

77.08 

2.99 

3,487 

3,900 

(413) 

24 Primary nonferrous smelting & refining 

60.29 

2,053.67 

(1,993.38) 

648 

3,112 

(2.464) 

25 All other primary metals 

16.77 

144.15 

(127.38) 

776 

2.625 

(1.848) 

26 Nonferrous roiling and drawing 

1,157.41 

1,052.12 

105.28 

5,263 

7.350 

(2.087) 

27 Nonferrous foundries 

14.00 

3.99 

10.01 

1,696 

2,680 

(784) 

28 Metal cans and shipping containers 

(55.45) 

97.69 

(153.14) 

(49) 

653 

(702) 

29 Cutlery, hand tools, and hardware 

276.41 

493.05 

(216,64) 

2,049 

5,111 

(3.062) 

30 Plumbing and nonelectric heabng equipment 

2.44 

64.45 

(62.01) 

30 

700 

(670) 

31 Fabricated structural metal products 

150.26 

637.66 

(487,41) 

2,739 

8,070 

(5.331) 

32 Screw machine products, bolts, rivets, etc 

518 40 

54 01 

464.39 

6,032 

3,370 

2,662 

33 Metal forgings and stampings 

(1,380.58) 

(38.05) 

(1,342.53) 

(4,998) 

7,664 

(12,662) 

34 Metal coaling, engraving, and allied services 

0.00 

0.00 

0.00 

4,030 

4,760 

(729) 

35 Ordnance and ammunition 

16.58 

(6.22) 

22.80 

104 

73 

31 

36 Miscellaneous fabricated metal products 

1.326.60 

831.85 

494.95 

6,564 

8,097 

467 

37 Engines and turbines 

1.295.72 

240.70 

1.055.02 

5.779 

2,174 

3,604 

38 Farm and garden machinery and equipment 

375.18 

343.88 

31,30 

1,942 

2,163 

(220) 

39 Construction and related machinery 

61936 

224.30 

395.06 

3,463 

1,255 

2228 

40 Metalworldng machinery and equipment 

541 .42 

769.99 

(228.57) 

5.686 

10,283 

(4,597) 

41 Special industry machinery 

301.27 

377 85 

(76.58) 

2.002 

2,943 

(941) 

42 General industrial machinery and equipment 

852.10 

999.95 

(147.85) 

5,507 

8,764 

(3257) 

43 Computer and office equipment 

2,093,50 

3.174.58 

(1 .081 .08) 

7.825 

11,234 

(3,609) 

44 Refrigerabon and service industry machinery 

424.99 

528.81 

(103.83) 

3,070 

5,444 

(2,374) 

45 Industrial machinery, nee 

310.44 

96,16 

214.28 

6,464 

7,801 

(1.337) 

46 Electric distribution equipment 

176.21 

210.15 

(33,94) 

2,060 

2,658 

(586) 

47 Electrical industrial apparatus 

752.52 

1 ,046.02 

(295.50) 

6,456 

9,902 

(3,444) 

48 Household appliances 

(3,05) 

512.26 

(515.32) 

(42) 

3,034 

(3.075) 

49 Electric lighting and wiring equipment 

874.94 

344.07 

530.87 

6.456 

3,566 

2,890 

SO Household audio and video equipment 

146.14 

2.523.06 

(2,376.94) 

2.007 

26210 

(24202) 

51 Communicabons equipment 

898.50 

2.848.67 

(1.950.16) 

4,464 

13,581 

(9,117) 

52 Electronic components and accessories 

4,705.15 

1.903.33 

2.801.83 

40,810 

29.048 

11,762 

53 Miscellaneous electrical equipment 

54.08 

1.967.06 

(1,912.96) 

893 

13,169 

(12276) 

54 Motor vehicles and equipment 

7,534.99 

16.962.67 

(9,427.68) 

22,495 

53,569 

01.074) 

55 Aerospace 

515.14 

1.191.00 

(675.86) 

3,563 

6,055 

(4,492) 

56 Ship ar>d boat buildirtg and repairing 

20.04 

396.51 

(376.47) 

155 

3,747 

(3.593) 

57 Railroad equipment 

189.45 

484.06 

(314.61) 

970 

2,677 

(1.707) 

58 Miscellaneous transportation equipment 

95.11 

147.85 

(52.73) 

504 

1,044 

(540) 

59 Search and navigation equipment 

193.69 

125.75 

67.94 

1,365 

1,765 

(400) 

60 Measuring and controlling devices 

368.89 

1 .035.00 

(666.11) 

3,237 

9,631 

(6.394) 

61 Medical equipment, instruments, and supplies 

45.82 

344.08 

(296.26) 

498 

2,761 

(2263) 

62 Ophthalmic goods 

14,07 

1.17 

12.90 

262 

186 

74 

63 Rnotographic equipment and supplies 

116.39 

171,79 

(55.41) 

513 

906 

(393) 

64 Watches, clocks, and parts 

(5.14) 

(6,98) 

1.84 

(48) 

(41) 

(7) 

65 Jewelry, silverware, and plated ware 

51.73 

106.70 

(54.97) 

556 

1,224 

(668) 

66 Toys and sporting goods 

151.59 

577.81 

(426.22) 

1 1,230 

5.167 

(3,938) 

67 Manufactured products, nec 

1,756.84 

4.157.52 

(2,390.68) 

13,723 

34,493 

(20.770) 

68 Meat products 

79,74 

272.89 

(193.14) 

677 

2,034 

(1.357) 

69 Dairy products 

(105 63) 

38.23 

(143.85) 

(367) 

259 

(627) 

70 Preserved fruits and vegetables 

162,15 

247.97 

(65.81) 

678 

1,277 

(599) 

71 Grain mill products and fats and oils 

471 .92 

568.03 

(96,11) 

1,271 

1,963 

(692) 

72 Bakery products 

18 14 

12963 

(111,49) 

105 

804 

(699) 
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Tdbl«2 

The Employment Impacts of NAFTA on U.S. Industries 
Detailed Industry totals 

Change. 1993 to 1 996 Memco and Canada aggregated 


number 

Trade Impacts 
Domaslic 
Exoorts 

(milliorw of J1987) 

Imports for 

Consumetion Net Experts 

Employment 

Domestic 

Exports 

ImpacU (dob opportuntbas| 
Imports for 

Consumption Net Exports 

/3 Sugar and confectionary pteducU 

4 13 

181.62 

0 77 60) 


(98J 

872 

(971) 

74 Beverages 

37.81 

330.48 

(292 66) 


125 

912 

(787) 

75 Miscellaneous food and kindred products 

133.35 

'68.91 

(35 67} 


466 

764 

(238) 

76 Tobacco products 

26.48 

(3S5.76J 

332.24 


53 

(518) 

572 

77 Weaving, finishing, yam, and thread mills 

501.01 

399.78 

101.22 


S.664 

14311 

(4,646) 

78 KfMtUng mills 

115 91 

203.91 

(se.x; 


3,748 

9319 

(5.771) 

79 Carpets and rugs 

34.52 

72.79 

(36.27) 


201 

555 

(353) 

80 Miscellaneous textile goods 

174.06 

115.02 

59,04 


1,121 

1.653 

(533) 

81 Apparel 

944.53 

2.846.75 

(1,902.22) 


12,845 

38.711 

(25,666) 

82 Miscellaneous fabricated textOe products 

167.75 

(58.54} 

226.30 


2,4X 

2370 

120 

83 Pulp, paper, and paperboard mills 

491.10 

2,188.77 

(1,697.67) 


2,238 

5.283 

(3.045) 

84 Paperboard containers and boxes 

29366 

200.09 

93.59 


2,717 

4.359 

(1.642) 

85 Converted paper products exce^ containers 

558.S3 

583.46 

(24.82) 


2,765 

3,735 

(970) 

86 Newspapers 

5 82 

(41.07) 

45.89 


2.2X 

4.182 

(1.891) 

87 Panodicals 

54.50 

19.50 

35.x 


489 

t.XS 

(545) 

88 Books 

32.13 

52.22 

(20.09) 


(221) 

395 

(716) 

89 Miscellaneous publishing 

(10,32) 

10.44 

(20.76) 


268 

828 

(540) 

90 Commercial printing and business forms 

97.10 

167 39 

{60.29) 


2,715 

S.X9 

(3,194) 

91 Qreebng cards 

60.91 

63.40 

17.51 


SX 

542 

48 

92 BlankbooKs and bookbinding 

40.38 

89.38 

.:49.X) 


5X 

1386 

(636) 

93 Service industries for the prinbng trade 

7.61 

<0,32) 

7.94 


289 

481 

(191) 

94 indusPial chemicals 

1,475 51 

1.245.15 

230.36 


5,322 

6,956 

(1.634) 

95 Plastics materials ano synthetics 

1,730.22 

1 ,300,49 

429.73 


6,347 

7j009 

(662) 

96 Dnjgs 

259.73 

269.11 

(9.38) 


1,137 

1.604 

(467) 

97 Soap, cleaners, and toilet goods 

352.58 

315.43 

37.15 


1.3X 

t.423 

(117) 

98 Paints and allied products 

150.84 

12338 

27.46 


8X 

1^1 

(745) 

99 Agriculteral chemicals 

217.89 

200.88 

1S.X 


646 

742 

(96) 

100 Miscellaneous chemical products 

210.67 

20.58 

1M.09 


1,447 

1.7X 

(261) 

101 Petroleum refining 

S53.74 

1,283.15 

(729.41) 


597 

1397 

(7X) 

102 Miscellaneous petrsieum and coal produce 

46.47 

4739 

(0.92) 


252 

425 

(173) 

103 Tiresand inner tubes 

231.50 

212.84 

18.67 


2,S73 

3312 

(639) 

104 Rubber products and plasbc hose and footwear 

428.76 

365.46 

63.29 


4,796 

6.443 

(1.647) 

105 Miscellaneous plasbcs products, nec 

1,199.64 

900.85 

298.79 


14.554 

18.482 

(3.928) 

106 Footwear, except rubber and plastic 

(11.31) 

111,36 

(122.67) 


(274) 

1.S4S 

(1,819) 

107 Luggage, handbags, and leather products, nec 

100.29 

115,59 

(15.30) 


966 

1.387 

(421) 

106 Railroad transportation 

0.00 

000 

O.X 


1,685 

3.388 

(1,703) 

109 Local and intanjrban passenger transit 

O.DO 

000 

o.x 


399 

771 

(372) 

110 Trucking and warehousing 

0.00 

000 

o.x 


10,565 

20.660 

(10.034) 

111 Water transportaCon 

c.oo 

0J» 

o.x 


363 

743 

(380) 

112 Air trarrsportatian 

0.00 

0.00 

o.x 


1,7X 

3.1X 

(1,397) 

113 Pipelines, except natural gas 

0.00 

0.00 

o.x 


77 

163 

(55) 

114 Passenger transportation arrangemer^ 

c.oo 

0.00 

o.x 


368 

671 

(303) 

115 Misc^ianeous transportation services 

0.00 

0.00 

o.x 


614 

1,591 

(777) 

116 CorTwnunicaPons 

0.00 

000 

o.x 


2,633 

5.189 

(2.536) 

117 Electric utilities 

0.00 

000 

o.x 


1,972 

3.785 

(1.813) 

11B Gas uolfties 

0.00 

0.00 

o.x 


902 

1.742 

(839) 

119 Waterand sanitation 

0.00 

0.00 

o.x 


724 

1.409 

(665) 

120 Wholesale trade 

0.00 

0.00 

o.x 


33,637 

64.995 

pi .358) 

121 Reta4 trade exc. eating and drinking places 

0.00 

o.x 

o.x 


4.X3 

10.083 

P.480) 

122 Eating and diinkingplacaa 

0.00 

0 .x 

o.x 


6,044 

11.701 

P.e58) 

123 DeposKory insbtutons 

0.00 

ox 

o.x 


3.363 

6,128 

P.765) 

124 Nondepository; holding arxl investment offices 

0-00 

o.x 

0 .x 


844 

1.602 

(758) 

125 Security and commodity brokers 

0.00 

o.x 

o.x 


515 

985 

(470) 

126 Insurance carriers 

0.00 

QX 

o.x 


1.629 

3.008 

(1379) 

127 insurance agents, te^okers, and servica 

000 

o.x 

0 .x 


X7 

1.6TO 

(768) 

128 Real estate 

0.00 

o.x 

o.x 1 


2,121 

3.640 

(1.519) 

t29 Royalties 

0.00 

o.x 

o.x 1 


0 

0 

0 

130 ^inar-occuched dwsllini^ 

000 

0 .x 

o.x 


0 

0 

0 

131 Hotels and other lodging places 

000 

o.x 

o.x 


2,134 

3.782 

(1.648) 

1 32 Laundry, clearting, and shoe repair 

000 

o.x 

o.x i 


789 

1.S77 

(788) 

133 Pers^al services, nec 

0.00 

o.x 

0 .x I 


172 

330 

(156) 

134 Beauty and bafter shops 

0.00 

o.x 

o.x 


1 

2 

(1) 

135 Funeral service and crematories 

0.00 

o.x 

ox 


2 

4 

P) 

136 Adverbsirtg 

0.00 

o.x 

o.x 


1.571 

3.249 

(1.678) 

137 Servtcas to buildings 

0.00 

ox 

0 .x 


1,515 

2.8X 

(1385) 

138 Miscellaneous equipment rental and leasing 

000 

ox 

o.x 


1,113 

2.008 

(895) 

139 Personnel supply services 

0.00 

o.x 

o.x 


4.733 

9.132 

(4.399) 

140 Computer and data processng ser,iicas 

000 

o.x 

o.x 


2.135 

4.045 

(1.910) 

141 Miscellaneous business services 

0.00 

ox 

o.x 


7,697 

14.877 

(7,1M) 

142 Auwmotive rentals, without drivers 

000 

o.x 

o.x 


593 

1345 

(6S2) 

143 Automobile parking, repair, and services 

0.00 

o.x 

o.x 


1.426 

3302 

(1.776) 

144 Eiecthcal repair shops 

000 

o.x 

o.x 


388 

906 

(518) 

145 Watch, jewelry, & furniture repair 

0.00 

o,x 

o.x 

[ 

0 

1 

(0) 
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Table 2 

The Employment Impact* of NAFTA on U.S. Industrie* 
Detailed Industry totals 

Change, 1993 to 1996. Mexico and Canada aggregated 


Inumber 

Trade impacts 
Domestic 
Exports 

(millions of S1967) 

Imports for 

Consumption Net Exports 

Employment 

Domestic 

Exports 

Impact* (Job 
Imports for 
Consumption 

opportunities) 

''Jet Exports 

149 Miscellaneous repair service* 

0.00 


0.00 

1,690 

2,359 

(1,170) 

(318) 

(4) 

(393) 

147 Motion picbires 

0.00 

0.00 

0.00 

336 

654 

148 Video tape TBntal 

0.00 

0.00 

0.00 

5 

9 

149 Producers, orchestras, aiKl entertainers 

0.00 

0.00 

0.00 

424 

817 

150 Bowling centers 

0.00 

0.00 

0.00 

32 

61 

(30) 

(30) 

151 Commercial sports 

0.00 

0.00 

0.00 

57 

87 

152 Amusement and recreation services, nec 

0.00 

0.00 

0.00 

248 

1 

463 

(216) 

(1) 

(28) 

(47) 

(0) 

153 Offices of health practitioners 

0.00 

0.00 

0.00 

2 

154 Nursing artd personal care facilities 

0.00 

0.00 

0,00 

32 

60 

155 Hospitals 

0.00 

0.00 

0,00 

56 

103 

156 Health services, nee 

0.00 

0.00 

0.00 

0 

0 

157 Legal services 

0.00 

0.00 

0.00 

1,807 

3,424 

(1,617) 

158 Educational services 

0.00 

0.00 

0.00 

1,080 

2,107 

(1,027) 

159 Individual and miscellaneous social services 

0.00 

0.00 

0.00 

0 

0 

(0) 

(497) 

160 Job training and related services 

0.00 

0.00 

0.00 

808 

1.305 

161 Child day care services 

0.00 

0.00 

0.00 

0 

0 

(0) 

(0) 

162 Residential care 

0.00 

0.00 

0.00 

0 

0 

163 Museums, botanical, zoological gardens 

0.00 

0.00 

0.00 

5 

9 

(4) 

(905) 

(1,512) 

(552) 

154 MembersMp organizations 

0.00 

0.00 

0.00 

945 

1,850 

185 Engineervig and architectural services 

0.00 

0.00 

0.00 

1,979 

3,491 

166 Research and testing services 

0.00 

0.00 

0.00 

619 

1,171 

167 Management and public relations 

0.00 

0.00 

0,00 

2,250 

4,328 

(2.079) 

168 Accounting, auditing, artd other services 

0.00 

0.00 

0.00 

2.549 

6,039 

P.490) 

0 

169 Private households 

0.00 

0.00 

0.00 

0 

0 

170 U.S. Postad Service 

0.00 

0.00 

0.00 

1,701 

3,542 

(1.841) 

(101) 

(144) 

171 Federal etectnc utilities 

0.00 

0.00 

0.00 

no 

210 

172 Federal government enterprises, rtec 

0.00 

0.00 

0,00 

167 

311 

173 Federal ganeaal government 

0,00 

0.00 

0.00 

0 

0 

0 

174 Local government passenger transit 

0.00 

0,00 

0.00 

195 

377 

(182) 

(304) 

1 75 State and local electric utilities 

0,00 

0.00 

0.00 

330 

635 

1 76 State and ioeal government enterpnses, nec 

0.00 

0.00 

0.00 

1.256 

2,420 

(1.164) 

1 77 State and local government hospitals 

0.00 

0.00 

000 

0 

0 

0 

1 78 State and local government education 

0.00 

0.00 

0,00 

0 

0 

0 

1 79 State and local general government, nec 

0.00 

0.00 

' 0.00 

0 

0 

Q 

180 Noncomparalble imports 

0.00 

0.00 

0.00 

0 

0 

0 

181 Scrap, used and secondhand goods 

241.24 

399.(59 

(157.85) 

0 

0 

0 

182 Rest of the world industry 

0.00 

0.00 

0.00 

0 

0 

Q 

163 Inventory valuation adjustment 

Source; Economic Policy hisk^e Analysis of Commerce Dept, data 

0.00 

0.00 

0.00 

0 

0 

0 
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STATES 


Business and Industrial Council 


Median Wages, All Workers 1979-96 (96 dollars) 


u.s. 

11,20 

10.93 

10.35 

-2.4 

-5.3 

State 

1979 

1989 

1996 

1979-I9S9 

1989-1996 

Alabama 

10,25 

9.37 

8.73 

-8.6 

-6.8 

Alaska 

17.76 

14.18 

13.44 

-20.2 

-5.2 

Arizona 

10.90 

10.65 

9.60 

-2.3 

-9.9 

Arkansas 

8.77 

8.38 

8.32 

-4.4 

-0.8 

California 

12.49 

12.47 

11.34 

-0.2 

-9.1 

Colorado 

12.01 

10.98 

11.28 

-8.6 

-2.7 

Connecticut 

11.65 

13.33 

13.11 

14.4 

-1.6 

Delaware 

11.44 

11.26 

11.24 

-1.5 

-0.2 

Florida 

9.51 

9.86 

9.71 

3.7 

-1.6 

Georgia 

10.05 

10,23 

10.11 

1.9 

-1.2 

Ha^^aii 

11.27 

11.66 

10.85 

3.5 

-7.0 

Idaho 

10.71 

9.11 

9.43 

-14.9 

3.5 

Illinois 

12.55 

11.69 

11. 11 

-6.9 

-4.9 

Indiana 

11.10 

9.91 

9.95 

-10.7 

0.4 

lovv'a 

10.92 

9.68 

9.80 

-11.4 

1.3 

Kansas 

10.68 

10.29 

9.85 

-3.7 

■ 4.2 

Kecrucky 

10.83 

9.78 

9.73 

-9.8 

-0.5 
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State 

1979 

12S9 

1996 

1979-1989 

1989-1996 

Louisiana 

10.56 

9.12 

8.85 

-13.7 

-3.0 

Maine 

9.13 

10.11 

9.64 

10.7 

-4.7 

Marv’land 

12.32 

12.38 

12.20 

0.5 

-1.4 

Massachusetts 10.95 

12.79 

12.19 

16.8 

A.l 

Michigan 

13.07 

11.57 

11.50 

-11.4 

-0.6 

Minnesota 

11.67 

11.14 

11.24 

-4.6 

0.9 

Missouri 

10.87 

9.78 

10.10 

-10.0 

3.2 

Mississippi 

8.67 

8.00 

8.42 

-7.7 

5.2 

Montana 

11.16 

9.27 

9.03 

-17.0 

-2.6 

No. Carolina 

9.32 

9.52 

9.81 

2.1 

3.0 

No. Dakota 

10.21 

8.67 

8.68 

-15.0 

0.0 

Nebraska 

10.26 

9.08 

9.16 

-11.5 

0.9 

N. H. 

10.39 

11.85 

11.12 

14.2 

-6.2 

New Jersey 

11.99 

13.23 

12.55 

10.3 

-5.1 

New Mexico 

10.75 

9.04 

9.33 

-15.9 

3.2 

New York 

11.70 

12.50 

11.68 

6.8 

-6.5 

Nevada 

11.24 

11.12 

10.56 

-1.1 

-5.1 

Ohio 

12.17 

10.96 

10.52 

-9.9 

^.0 

Oklahoma 

11.01 

9.77 

8.98 

-11.3 

-8.1 

Oregon 

12.44 

11.61 

10.35 

-6.6 

-10.9 

Penn. 

11.63 

10.90 

10.86 

-6.3 

-0.4 

R.I. 

10.50 

11.05 

10.61 

5.2 

-4.0 



158 


State 

1979 

12S2 

1996 

1979-1989 

1989-1996 

So. Carolina 

9.02 

9.48 

9.42 

5.1 

-0.6 

So. Dakota 

8.99 

8.26 

8.89 

-8.1 

7.6 

Tennessee 

9.88 

9.10 

9.23 

-7.9 

1.4 

Texas 

10.62 

9.80 

9.42 

-7.7 

-3.9 

Utah 

11.39 

10.20 

9.96 

-10.4 

-2.3 

Vermont 

9.75 

10.41 

10.24 

6.8 

-1.6 

Virginia 

10.83 

11.48 

10.16 

6.0 

-11.5 

Washington 

13.10 

12.06 

11.22 

-7.9 

-7.0 

Wash. DC 

12.76 

11.70 

12.08 

-8.3 

3.2 

W. Virginia 

11.97 

9.15 

9.22 

-23.6 

0.8 

Wisconsin 

11.71 

10.37 

10.56 

-11.4 

1.8 

Wyoming 

12.60 

10.19 

9.32 

-19.1 

-8.5 


Source: EcoDomic Policy lostitute 


statement of Bryan McCanless, President, National Business Association 

The membership of the National Business Association strongly opposes fast-track 
legislation because they have already been economically hurt by NAFTA which was 
approved by Congress under the fast-track process. 

Many of our members work in the service industry whose businesses have suf- 
fered because they have lost customers who cannot afford the services of our mem- 
bership because these customers have either lost their jobs or their earnings have 
declined. 

I am submitting into the record two tables illustrating the employment and trade 
impact of NAFTA on U.S. industries from the Economy Policy Institute analysis of 
Commerce Department data. It demonstrates the growing U.S. trade deficit and job 
I OSS from 1993- 1996. 

Also included is the U.S. Business and Industrial Council's table of the median 
wages of all U.S. workers from 1979-1996. This provides state-by-state statistics 
showing that workers' wages in 36 states have dropped while wage growth in the 
remaining 14 states and the District of Columbia has been minimal. Overall, the 
median wages of workers in the U.S. has declined 5.3 percent during this period. 

I am including these tables because the NBA represents small businesses in the 
service industry who are not usually counted in official statistics because we do not 
engage in international trade. In figures that show closed factories and job losses, 
we do not get counted, but we still feel an indirect impact because our customers 
are the people who work in communities whose economies depend on industry. 

When they suffer we suffer. The service industry only expands in an affluent soci- 
ety. If you cut the core of that affluence— jobs for people in the industrial sector— 
you cannot support that service. 

I surveyed the NBA's members on their views of NAFTA's impact. Flere are some 
of their opinions: 
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The owner of Pitts Towing and Service Center of St. Waynesville, North Carolina 
told me, "We were against NAFTA from the start. Now we are realizing all the ef- 
fects— lost jobs everywhere! But the GATT (now the World Trade Organization) 
scares us even more. We are very much against one world trade, government and 
money." 

From Whitcomb's Forest Flarvesting, Inc.: "(NAFTA) seems to be having an ad- 
verse effect on many states, in particular states that produce produce for a living. 
Also the tainted food coming into this country is getting to be a big problem. States 
that are more factory-oriented are being hurt." 

An NBA member from Rioux Electric in Medway, Maine is concerned that 
NAFTA's passage is helping the U.S. feed drug lords and their crimes. 

"My home town has been affected by (NAFTA) in more than one way."— Roller 
Palace (Gentry I nvestments). 

"NAFTA was passed by Congress to benefit big business and a corrupt Mexican 
government and to provide a way for Big Banks in the USA to receive interest on 
loans made to Mexico which could not be serviced, all at the expense of American 
jobs and taxpayers. It was blatantly unconstitutional."— contractors Florongolo- 
Davis, Inc. 

According to Carpenter's Nursery, NAFTA has caused much havoc in the United 
States. 

"NAFTA is hurting all of the small businesses in the USA," says Pearson Elec- 
tronics in Belton, South Carolina. 

In Irwinton, Georgia, Flowell's Body Shop says, "NAFTA was the biggest mistake 
our Congress has made. It undermines ever>^hing we have worked for. Imports 
come into Mexico and then flood the U.S. uncontrolled. That alone is very wrong." 

The owner of Custom Paving, Inc. in Waynesville, North Carolina says that his 
county has lost over 700 jobs as a result of NAFTA. 

One member thinks that Ross Perot, who heard the sucking sound of jobs going 
to Mexico, was right after all. 

"I have opposed NAFTA since long before it was law," says the owner of B & L 
Mechanical. "I strongly disagree with the 'open-borders' situation created by 
NAFTA. I am against allowing manufacturing in any foreign country (not controlled 
by the same laws, regulations and codes as our own) to unfairly compete with no 
equalizing tariffs when brought into our country." 

The owner of Clarence's Friendly Lunch notes that Singer Furniture, located one 
mile from him, just closed down as a result of NAFTA. 

"NAFTA is just another government sell-out."— CountryStyle in Dover-F oxcroft, 
Maine. 

"NAFTA is another huge step in selling out the sovereignty of the United 
States."— Financial Security Alliance. 

"Because of NAFTA many jobs have been lost in the U.S.."— Irish Auto Service. 

"Last J uly some of my former friends told me about an electrical plant closing in 
a city in New York which left 160 highly-skilled people out of work to move to Mex- 
ico for the cheap labor there. The company found out the people down there could 
not do the work, and they asked their former employees to move to Mexico because 
they needed them."— Philann Farms. 

"My beef cows have dropped from $1.00 a pound to 50 cents a pound."— 
Stonebridge Farm. 

"Canadian Seafood products that come into the U.S. without tariffs effects our 
U.S. markets for own our products and thus hold down wages and fishermen's 
prices. It is hard enough to compete with the cheaper Canadian dollar."— J ohn W. 
Dunbar Co. 

"It is my understanding that President Clinton made concessions with some states 
so they would vote for NAFTA which should have been illegal. I wonder if the hepa- 
titis strawberries would be here if NAFTA (had been) shot down."— Bradford Auto 
Sales. 

Fast-track legislation unconstitutionally ties the hands of Congress— the people's 
elected representatives— by forbidding it to amend or change any trade pact or trea- 
ty or agreement negotiated by the executive branch. Only two of the three million 
workers in this branch— the president and the vice president— are elected. There- 
fore, the individuals in and out of government who negotiate and write these mas- 
sive trade treaties like NAFTA are unelected. We need to return authority over 
trade back to Congress as the Constitution states. 

Enough time has passed to measure the destructive impact NAFTA has had on 
America's small business community. It is doubtful Congress would have approved 
NAFTA if its members had had the time to study NAFTA's pork-filled 1,000 page 
implementing legislation which was made available to lawmakers just a week before 
they were expected to vote on it. 
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What kind of a representative government do Americans have if the peopie's eiect- 
ed representatives don’t even have the opportunity to study what they are voting 
on? 

The Worid Trade Organization, which gives giobai bureaucrats in Geneva, Swit- 
zeriand authority over U.S. trade matters, was approved through the fast-track 
process. 

In 1996, Renato Ruggerio, the WTO Director General, made it clear he understood 
that a revolutionary transfer of power from the United States to him and his inter- 
national bureaucrats was occurring when he said, "We are writing the constitution 
of a single global economy." 

The NBA's opposition to fast-track echoes the strong sentiments of the majority 
of small businessmen, the grassroots, and hard-working Americans who are feeling 
the devastating aftermath of NAFTA and the World Trade Organization and the 
fast-track process now sought by President Clinton. 

Major polls clearly show the majority of Americans don't like fast track or 
NAFTA: 

• 61 percent of Americans oppose "having Congress grant the President fast-track 
authority" (Flart and Teeter for The Wall Street J ournal/NBC, J uly 26-28, 1997). 

• 57 percent of Americans oppose "new trade pacts with Latin American countries 
(Wirthlin Worldwide for Bank of Boston, November 1996). 

• 56 percent of Americans believe "expanded trade leads to a decrease in the 
number of U.S. jobs (Louis FI arris and Associates for Business Week, September 3- 
7, 1997). 

• 64 percent of Americans believe world trade pulls down U.S. wages (Market 
Strategies for the Committee for F ree Trade and Economic Growth, J une 1996). 

• 64 percent believe trade agreements between the U.S. and other nations cost 
more jobs than they create (Greenberg Research for Campaign for America's Future, 
November 1996). 

• 51 percent of Americans believe "America's integration in global markets main- 
ly benefits multinational corporations at the expense of average working families 
(Penn, Schoen and Berland Associates for the Democratic Leadership Council, J uly 
1997). 

The trade policies pursued by the leaders of both major political parties have been 
disastrous. The U.S. trade deficit has increased every year, doubling between 1992 
and 1996. According to the Commerce Department's own figures, increased deficits 
have wiped out 1.3 millon jobs in high-wage, goods-produci ng industries. 

The Federal Reserve Bank of St. Louis has calculated that the net effect of trade 
in the first quarter of 1997 was to slow the U.S. economy by 1.27 percent of GDP 
on an annualized basis. 

Fast-track means Congress must agree before it sees a trade agreement that 
when that agreement is finished it will vote on it and all required changes to domes- 
tic law operating under these conditions: a closed rule with no amendments or 
changes allowed; a maximum of 20 hours of debate per chamber; an up or down 
vote; and no committee mark-up. 

The NBA urges that Congress vote down fast-track and take back its authority 
over trade as authorized in the Constitution. 


Statement of the National Farmers Union 

On behalf of its 300,000 farm and ranch family members, the National Farmers 
Union (NFU) appreciates the opportunity to present testimony to this panel. NFU 
is pleased the Flouse Ways and Means Subcommittee on Trade is holding a hearing 
on fast-track negotiating authority, because this process has profoundly and directly 
affected our nation's farmers, ranchers and rural communities. 

The Canadian-U.S. F ree Trade Agreement (Canada-U.S. FTA), the North Amer- 
ican Free Trade Agreement (NAFTA) and the General Agreement on Tariffs and 
Trade (GATT) were all passed in Congress according to fast-track procedures. All 
three agreements directly affected not only American farmers, but U.S. health, safe- 
ty, domestic investment, environmental, labor and consumer standards and laws. 
Future agreements are expected to affect U.S. citizens in much the same way. Prior 
to the ratification of these agreements, we, as well as many members of Congress, 
observed severe inadequacies in these agreements; many have yet to be addressed 
to this day. We believe a large reason behind the passage of these agreements, de- 
spite the serious concern members of Congress and the public raised during the de- 
bate, was due to the fact that fast-track rules were in effect. 
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National Farmers Union is opposed to fast-track legislation because it prevents 
Congress from having enough direct involvement in the negotiation of trade agree- 
ments. NFU believes the U.S. Congress should be a full partner in any international 
trade agreement because of the direct, domestic impact trade agreements have on 
all U.S. citizens. Under the Constitution, Congress has exclusive authority to regu- 
late foreign commerce. We do not believe it should delegate this important respon- 
sibility to the executive branch under the restrictive fast-track rules. 

Fast-track Authority is Too Broad 

The bill put forward by President Clinton titled, the "Export Expansion and Re- 
ciprocal Trade Agreements Act of 1997," would enable the ongoing negotiations to 
bring Chile and other Latin American countries into the NAFTA, create a Free 
TradeArea of theAmericas (FTAA) by 2005, sign an Asia Pacific Economic Coopera- 
tion agreement to achieve free trade by 2010/2020, a second agreement to eliminate 
import tariffs on information technologies and the World Trade Organization nego- 
tiations scheduled for 1999 to further open up agriculture markets. 

One of the most far reaching impacts of fast-track has received the least atten- 
tion. The sweeping Multilateral Agreement on Investment (MAI) which greatly ex- 
pands the rights of private investors at the expense of governments and municipali- 
ties in international trade agreements could be considered by Congress under fast- 
track rules. Only a limited number of officials from the U.S. State Department and 
the U.S. Trade Representative office, and others representing private interests were 
allowed to participate in the 2-year negotiations on behalf of the United States. 

With respect to the overall trade-negotiating objectives set forth in the president's 
bill. Farmers Union was encouraged to see that agriculture, labor and environment 
were included as separate provisions in the document. The U.S. government should 
adhere to certain principles when it enters into trade agreements with other coun- 
tries that do not have the same standards and laws as we do in this country. 
Throughout its history, NFU has focused on international development programs in 
impoverished countries. For this reason, we urge that environmental and labor 
issues be addressed in the core text of trade agreements to ensure people in these 
countries receive a fair wage for their labor in a safe working environment, natural 
resources are protected and no exploitation of these growing countries occurs. Prop- 
erly crafted trade agreements could work to achieve those goals. 

Flowever, the language in the president's bill limits labor and the environment ne- 
gotiations to those that are "directly related" to trade. We object to this language 
because it is actually more restrictive than the fast-track legislation that was used 
to negotiate and pass the Canada-U.S. FTA, NAFTA and GATT. As the world lead- 
er, the U.S. can play a crucial role in setting the parameters for international trade 
agreements. Trade agreements have far reaching implications on U.S. health, safe- 
ty, labor, environmental and other laws that we believe must be fully considered, 
individually and directly. 

We were encouraged that the Clinton administration chose to address agricultural 
priorities as a distinct and separate issue to work to correct unfair trade practices 
in the agriculture sector. The primary agricultural goal of the U.S. in trade negotia- 
tions has long been to reduce agricultural import tariffs and export subsidies around 
the world. National Farmers Union has long held that internal economic, social and 
political imperatives will result in other nations pursuing ways to protect their agri- 
cultural producers and other basic industries. We believe the United States should 
do the same. 

The president's bill calls for the reform of "state trading enterprises," such as the 
Canadian Wheat Board (CWB), which have not previously been a major focus in 
international trade negotiations. It is evident that the CWB is able to provide a fair 
return for producers. While state trading enterprises should be monitored to ensure 
they are trading fairly, we urge lawmakers to realize the benefit that this type of 
structure could provide to U.S. farmers. National Farmers Union supports the cre- 
ation of an American Marketing Board (AMB) which producers throughout the coun- 
try could use to enhance their marketing power. 

Five Concerns That Must Be Addressed 

Since the North American F ree Trade Agreement was enacted. National Farmers 
Union has urged members of Congress and the Clinton administration to make im- 
provements on the agreement due to the problems it created. NAFTA should be im- 
proved in four categories, which affect our members not only as family farmers, but 
as consumers and taxpayers as well. Farmers Union urges Congress to renegotiate 
NAFTA because the agreement does not adequately address country of origin label- 
ing, dispute resolution, currency fluctuations, proper reporting of agricultural im- 
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ports and exports, and food safety standards. We urged members of this committee 
to act to correct these probiems when we testified here in Aprii. 

(1) Country of Origin Labeling. Aii imported foods, feeds, and fibers shouid be ia- 
beled to disciose country of origin, actuai contents, and additives. Pubiic awareness 
of the country of origin issue has been greatiy increased since E. coii contaminated 
beef was found in Coiorado and strawberries which caused Hepatitis-A where dis- 
covered in Michigan. Regardiess of whether the contamination occurred in the U.S. 
or abroad, the pubiic is beginning to ask where food soid in the U.S. originates. 
Many countries aiready require country of origin iabeling for U.S. products. If the 
goai is to create a truiy ievei piaying fieid, aii products shouid be iabeied to indicate 
their country of origin. 

(2) Dispute Resoiution. Canada-U.S. FTA, NAFTA, and GATT have indeed in- 
creased trade, but the enormous influxes of agricuiturai products into the U.S. at 
times have had a devastating impact on U.S. producers. Last year, when there was 
a surge in Mexican tomato and pepper imports, the U.S. winter vegetabie industry 
was injured irreparabiy when produce was imported at far below U.S. production 
costs, which forced market prices down and ieft U.S. growers unabie to compete. 
When this occurred, many U.S. farmers quickiy went out of business. The tomato 
farmers fiied a Section 201 petition with the U. S. I nternationai Trade Commission 
(USITC), to stem the flow of produce into U.S. markets; however, months iater the 
commission faiied to find sufficient evidence of injury and did not ruie in favor of 
the U.S. industry. The damage to the U.S. tomato industry by that time was irrep- 
arabi e. 

U .S. T rade Representative Chari ene Barshefksy continues to debate Canadian Ag- 
ricuiture Minister Raiph Goodaie over whether Canada shouid iimit the amount of 
wheat and bariey it exports to the U.S. One-way trade of Canadian grain exports 
of wheat, durum wheat and bariey to the U.S. has fiiied U.S. grain elevators and 
disrupted U.S. markets and marketing channels. Canada has flatly maintained it 
will not limit the amount of grain it exports, yet the dispute continues to the great 
detriment of U.S. farmers. While lawmakers engage in debates over trade flows, 
U.S. farmers watch as their prices decline for grains, livestock, produce and other 
agricultural products. 

(3) Currency Fluctuations. We are very proud that the bail-out of the Mexican fi- 
nancial infrastructure was a success and that the funds, with interest, were re- 
turned the U.S. ahead of schedule. FI ad NAFTA included a provision to address cur- 
rency fluctuations, we would have avoided the entire escapade. Until there is the 
establishment of a common measure of currency, to prevent unstable, dramatic fluc- 
tuations of currency, whether natural or manipulated by central banks, we will 
never have fair trade agreements. This is true with our GATT trading partners as 
well. We must address fluctuating currency exchange rates in the Canada-U.S. FTA, 
NAFTA, GATT or any existing or future trade agreements. 

(4) Reporting. Many changes over the past decade, including the new farm law 
and reform of the crop insuranc^disaster programs, have saddled U.S. producers 
with an ever-growing burden of risk management. In order to be efficient managers 
and marketers, and in order to survive in an ever-deregulated business environ- 
ment, U.S. producers need the latest, most accurate information available. Informa- 
tion is the lifeblood of risk management and includes data on weather, consumer 
trends, markets and other key facts. Import and export numbers are an indispen- 
sable part of the information our producers require. 

Flowever, the accuracy of our reporting system is rightly called into question be- 
cause much of the food and foodstuffs crossing our borders are not adequately mon- 
itored or inspected. 

(5) Food Safdty and Inspection Standards. A recent General Accounting Office re- 
port concluded that fewer than 1 percent of every 3.3 million trucks entering the 
U.S. are inspected. Food and other raw commodities now travel across our borders 
largely unchecked. When NAFTA was being considered. Farmers Union urged Con- 
gress to increase the amount of food inspection at the border, yet much of the food 
that enters our borders is never inspected. We were promised that all foods would 
meet U.S. food safety standards, which would be enforced vigorously by the U.S. at 
the border. Yet with less 1 percent or less of our food being inspected at the border, 
our government literally has no way to determine whether the food is safe or not. 

Because so few agricultural commodities are inspected, certain animal and plant 
diseases have been introduced into the U.S. since Canada-U.S. FTA, NAFTA and 
GATT went into effect. The inspection and reporting systems for foods and agricul- 
tural products entering this country simply cannot keep up with the sharp increase 
in trade flows. Due to the lack of inspection of agricultural products, pests and dis- 
eases have been introduced into this country at great cost to the U.S. farmer and 
taxpayer. 
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In the report, "Improvements Needed to Minimize Threat of Foreign Pests and 
Diseases," the Generai Accounting Office (GAO) found that federai inspectors, seek- 
ing procedurai shortcuts, aiiowed brokers themseives to choose the sampies for in- 
spection. I n the report GAO focused on the U .S. Department of Agricuiture's Animai 
Piant Fleaith Inspection Service (APFIIS), the federai agency mainiy responsibie for 
preventing infestation by harmfui foreign pests and diseases, protecting U.S. agri- 
cuiture and preserving the marketabiiity of agricuiturai products in the United 
States and abroad. 

To aiiow those who buy and seli imported agricuiturai products to pick and choose 
which ones are inspected deariy iiiustrates how fundamentaiiy fiawed this system 
currentiy is. The GAO report found that due to staffing shortages, APFIIS "does not 
conduct any inspections at 46 northern and six southern ports of entry," and at 
many other ports there are no inspectors on duty for many hours of the day or 
night. Even high-risk cargo is not properiy inspected, according to the report. 

Despite the fact that U.S. border inspection has been crippied due to the massive 
infiux of imports, free-trade proponents are urging inspectors to speed up the fiow 
of goods across U.S. borders. Such a poiicy threatens not oniy the heaith and safety 
of our domestic crops and iivestock, but more importantiy this nation's food suppiy. 
U.S. taxpayers wiii pay for the probiems when they are forced to pay to eiiminate 
pests and diseases. J ust over a year ago in a congressionai appropriations hearing 
on Capitol Flill, a U.S. Department of Agriculture official admitted that karnal bunt, 
a wheat disease, had "crept over the border" after the NAFTA went into effect. This 
is just one example of the diseases that have been introduced into the U.S. The U.S. 
farmer understands the true costs that pests and diseases bring. Farmers many 
times have to eliminate whole herds and slash and burn whole fields to eradicate 
pests and diseases. 

When pests and diseases spread to the U.S. by the exchange of infested agricul- 
tural commodities, other countries will undoubtedly demonstrate a reluctance to buy 
U.S. agricultural goods. When pests and diseases are present within our shores, re- 
gardless of where they came from or how they are spread, it is the American farm- 
er’s reputation that is called into question. We receive the blame and we suffer the 
consequences because demand for American agricultural products declines sharply. 
Regardless of how vigourously we negotiate trade agreements and urge other coun- 
tries to buy U.S. agricultural products, once it is found that pests and diseases re- 
side here, other countries will simply buy elsewhere to protect their own agricul- 
tural industry from these problems. Many times it is difficult if not impossible to 
prove to other countries that we are rid of harmful pests and diseases after they 
have been discovered here in the U.S. For this reason we urge that all food and ag- 
ricultural commodities be labeled to indicate country of origin and inspection at the 
border be substantially increased. 

The country of origin labeling, dispute resolution, currency fluctuation, reporting 
and food safety, concerns Farmers Union has urged members of the Clinton Admin- 
istration and Congress to correct have been addressed to date, yet the Clinton ad- 
ministration and some members of Congress want to move forward to expand 
NAFTA to Chile and other countries. We believe the flaws in existing agreements, 
that Farmers Union and other organizations have urged members of Congress to 
correct, will surely grow in their seriousness and enormity if trade is expanded in 
the manner the Clinton administration and some members of Congress are propos- 
ing. 


Conclusion 

We must remind ourselves that fast-track been used just five times: the Tokyo 
Round of GATT (1975), the U.S. -Canada F ree Trade Agreement (1988), the U.S.- 
Israel Free Trade Agreement (1989), the North American Free Trade Agreement 
(1993) and the Uruguay Round of GATT establishing the World Trade Organization. 
Many supporters of fast-track contend that it must be passed now or else the U.S. 
will be prevented from entering into any new trade negotiations. Flowever, during 
the past 2 years since fast-track has expired, more than 200 trade agreements have 
been completed without fast-track authority. 

When fast-track was initially proposed, trade agreements dealt mainly with 
changes in tariffs structures. Today, U.S. trade and investment policy carries direct, 
domestic implications for U.S. laws. U.S. negotiators do not necessarily represent 
the full range of U.S. interests at the negotiating table. Private corporations and 
interests have far too great a presence and influence as members of the trade advi- 
sory committees institutionalized in fast-track. 

Farmers have felt the impact of NAFTA in a variety of ways since it began. When 
foods enter the U.S. from countries where labor, environmental and health and safe- 
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ty standards are different than these we have in the U.S., the American farmer is 
affected. These imported foods are many times sold at a price below that which we 
can produce it in this country because of the high standards we have adopted, which 
leads to an influx of grains, cattle, produce or other commodities and lowers the 
price U.S. farmers receive. Canada-U.S. FTA, NAFTA and GATT have fundamen- 
tally redefined what we as farmers think of when we face price instability. We un- 
derstand that risk is inherent in farming. Unless some safeguards are put in place 
to ensure farmers receive a fair price for their product, regardless of the political, 
environmental, economic or any other conditions in other countries, we will continue 
to see the number of farmers in this country decrease because the risk is simply 
too great. While farmers must have access to global markets, the major thrust of 
every nation's agricultural production should be domestic food security. Domestic 
food production must be priced at a parity level that assures profitability for a pro- 
ducer practicing average-or-better efficiency. 

Thank you, Mr. Chairman, for the opportunity to express our concerns to this 
committee today. 


Statement of National Oilseed Processors Association 

The National Oilseed Processors Association (NOPA) supports approval of Fast 
Track negotiating authority that is not encumbered by environmental, labor, or 
other issues. NOPA is a national trade association comprised of 14 regular and 24 
associate member companies, which process v^etable meals and oils from oilseeds. 
NOPA's regular member firms process an estimated 1.4 billion bushels of oilseeds 
annually at 67 plants in 21 states, employing an estimated 4,500 workers. 

U.S. oilseed processors remain strong supporters of and advocates for greater 
trade liberalization. The Uruguay Round and the NAFTA were important steps in 
liberalizing agricultural trade. Both agreements resulted in important new market 
access opportunities for U.S. exports of oilseeds and oilseed products. Flowever, fur- 
ther progress needs to be made. Fligh tariffs and other barriers continue to restrict 
our access in potentially large markets such as China and India. In addition, a num- 
ber of countries are using market-distorting export practices that were not dis- 
ciplined by the Uruguay Round export subsidy commitments. These practices need 
to be brought under the WTO trade rules. 

NOPA, as a member of the American Oilseed Coalition, has been actively pursu- 
ing the Level Playing Field (LPF) initiative to eliminate all trade-distorting import 
barriers and export practices in the oilseeds and oilseed products sector. Although 
the Uruguay Round implementing legislation gave the Administration the authority 
to continue negotiating trade liberalization in this sector, the LPF initiative would 
have a much greater chance of success in a negotiation that is broader based in 
terms of both country coverage and sectoral coverage. Fast-track authority is needed 
to successfully engage in broad-based, multilateral negotiations that will lead to 
greater liberalization for oilseeds and oilseed products, and for all of agriculture. 

The United States is in danger of being left behind in the regional and bilateral 
free-trade agreements being negotiated throughout the Western Flemisphere. U.S. 
exports of oilseeds and oilseed products are disadvantaged by Western Flemisphere 
free-trade agreements that give some of our largest competitors preferential access 
to markets in which we could be competitive. 

With the 1999 review and continuation process that is part of the WTO's built- 
in agenda from the Uruguay Round, The Free Trade Area of the Americas, and 
APEC, U.S. agriculture is already facing an ambitious trade policy agenda. The 
United States not only has to get engaged in these trade negotiations, we have to 
take the lead in setting an agenda that will remove the remaining distortions to 
trade in agricultural products. Some countries would like to leave agriculture out 
of future trade negotiations. 

NOPA supports an agenda for trade negotiations that: 

• ensures that agriculture is a full participant in any negotiation and moves for- 
ward in tandem with other sectors: 

• requires any regional or bilateral free-trade agreement to result in the elimi- 
nation of all trade barriers in agriculture by a date certain; 

• emphasizes the importance of reducing tariffs and increasing minimum access 
levels: and 

• allows developing countries a longer implementation period, but otherwise im- 
poses the same disciplines on them as on developed countries. 
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statement of Public Citizen 

**Side-By-Side Analysis** Reagan-Bush 1988 Fast Track Versus ClintoN 1997 

Fast Track Proposal 

Clinton Proposal Worsethan Reagan-Bush FastTrack 

This side-by-side anaiysis shows how the recent Ciinton proposai on fast track 
takes away the abiiity for the U.S. President to negotiate and/or have impiemented 
trade agreements containing enforceabie iabor, environmentai or other provisions in 
thei r core texts. 

Under the Ciinton proposai, for the eight years that it wouid run, the U.S. Presi- 
dent wouid be affirmativeiy iimited from inciuding iabor, environmentai and other 
standards of the same enforceabie, core nature as now are provided for the protec- 
tion of inteiiectuai property or investors' rights. Indeed, all of the issues left out of 
U.S. negotiating objectives in the recent Administration proposal would also be kept 
out, such as: food safety, illegal drug trade, currency stability, human rights, and 
religious freedom. 

Under the fast track established in 1974 and used five times since, the U.S. Presi- 
dent had the authority, although was not required to include, labor, environmental 
and other provisions in trade agreements. It was this authority under which NAFTA 
was negotiated that allowed President Bush to put the very limited environmental 
measures he did in the text of NAFTA chapter 11 on investment and chapter 1 on 
multilateral environmental agreements. The new Administration proposal would re- 
move this discretion, strictly limiting the contents of trade agreements to matters 
"directly trade related" and limiting further fast track coverage of future trade im- 
plementing bills only to the "further clarification" of environmental issues and "dis- 
cussion" of labor rights and only at the GATT -World T rade Organization (WTO.) 

Side-By-Side of Relevant Provisions 


I. Overall Trade Negotiating Obj ectives 

(Sec. 1101(a) 1988 fast track; Sec. 2(a) of Clinton proposal) 

Reagan-Bush Fast Track: 

1. Open equitable reciprocal markets, 

2. Reduction or elimination of barriers and other trade distorting policies and 
practices, 

3. More effective system of international trading disciplines and procedures. 
Clinton Proposal: 

Addition: Chapeau language specifies that the authority to negotiate granted in 
this bill is limited to the objectives listed only. 

Comment: This provision sets new limits on what issues can even be negotiated 
in both trade agreements to which fast track approval procedures will be applied 
and those which can be entered into without a vote. The new limits include those 
aspects of foreign government policies and practices regarding labor, the environ- 
ment, and other matters that are "directly related to trade" and "decrease market 
opportunities for U.S. exports or distort U.S. trade." (A later section in the Clinton 
proposal further limits environmental and labor issues which can be included in a 
fast tracked trade implementing bill.) 

Addition: Second objective amended to read: "reduction or elimination of barriers 
or distortions that are directly related to trade and decrease market opportunities 
for U.S. exports or distort U.S. trade; 

Comment: This new language— "directly related to trade" and "decrease market 
opportunities for U.S. exports or distort U.S. trade"— is added to exclude labor or 
environmental practices which have "trade distorting" effects from being covered as 
targets for negotiation. Old language was: "Reduction or elimination of barriers and 
other trade distorting policies and practices" which would have allowed discretion 
to set rules against child labor or toxics dumping which cause U.S. companies a 
competitive disadvantage. 

Addition: New objective added: "to address those aspects of foreign government 
policies and practices regarding labor, the environment, and other matters that are 
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dirally relataJ to trade and decrease market opportunities for U.S. exports or dis- 
tort U .S. trade; 

Comment: This language serves to tightly limit what the President has authority 
to negotiate about. The "and" connector means that both conditions must be ma. 
Thus, only aspects of environmental and labor matters that "decrease market oppor- 
tunities for U.S. exports" AND that are "directly related to trade" can be addressed. 
The clause "foreign govanment policies and practices regarding labor, the environ- 
ment and other mattas" is added to empower the Presidat to negotiate for the 
elimination of other countries' such policies if they limit U.S. exports, a goal which 
Ways and Means Chair Archer has identified as the purpose of this language. The 
term "otha matters" used here and in the previous fast tracks has meant other 
broada, unlisted goals such as human rights, food safety, animal welfare or human 
health. 

Addition: New objective added: to foster aonomic growth, raise living standards, 
promote full employment in US and to enhance the global aonomy 
Comment: This is rhetaic to counta the afaceable provisions. Given that it is 
an entirely subjective judgement as to what fulfills these broad goals, the provision 
is only hatatay. 

Addition: New objective added: furtha strengths system of international trading 
disciplines and praedures, including dispute settlement. 

Comment: This is a relaation of an objective that was laated in the principle 
trade negotiating objective of past fast tracks. 

II . Principle Trade Negotiating Obj ectives 
(Sa. 1101(b) of 1988 fast track; Sa. 2(b) of Clinton Proposal) 

Reagan-Bush Fast Track: 

1. D/sputeSett/ament— more effective and expeditious 
Clinton Proposal: 

Moved up to overall negotiating objectives 
Reagan-Bush Fast Track: 

2. 1 mprovement of GATT and multilateral trade negotiations. 

Clinton Proposal: 

Eliminated 

Reagan-Bush Fast Track: 

3. Transparency 
Clinton Proposal: 

Moved down to objective 5. 

Reagan-Bush Fast Track: 

4. Da/eloping Countries— promote adoption of open trading systems and eliminate 
non-raipraal benefits to more advanced countries 

Clinton Proposal: 

Eliminated 

Reagan-Bush Fast Track: 

5. Current Account Surpluses— deje\op rules to address to address large and pa- 
sistent current account imbalances of countries, including imbalances which threat- 
en the stability of the intanational trading system 

6. Trade and Monetary Cocrdination— to develop mahanisms to assure greata 
cardination, consistacy, and caperation betwan international trade and mona 
tary systems and institutions 

Clinton Proposal: 

Both objectives eliminated 

Comment: Given the 1995 Mexican peso crash and the raent Thai and other 
Southeast Asian currency drops, it is ill advised to eliminate trade negotiating obja- 
tives in this area. Before saing the Clinton proposal, trade policy experts had as- 
sumed that these objective would be strengthaed and moved up in priority. This 
is apaially the case baause the Clinton Administration has argued that the Mexi- 
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can peso crash is a leading factor in NAFTA's failure to meet Administration prom- 
ises of NAFTA benefits. Indeed, the Clinton Administration was urged in congres- 
sional hearings in 1993 before Flouse Small Business Committee Chair LaFalce to 
add current provisions to the NAFTA because the peso's crash was predictable. 
The Administration refused to do so, although the Reagan-Bush fast track provided 
the authority to do so. By eliminating these negotiating objectives, the Administra- 
tion takes away its ability to ensure future trade agreements are not susceptible to 
such currency flucuations. 

Reagan-Bush Fast Track: 

7. Agriculture— mare market access, eliminate barriers and subsidies, resolve 
issues with export subsidies, seek agreements to avoid over production during peri- 
ods of oversupply, eliminate unjustified sanitary and phytosanitary restrictions. 

Clinton Proposal: 

Moved to objective 6. General language the same. 

Addition: for elimination of "unjustified restriction or commercial requirements af- 
fecting new technologies, including biotechnology" and "other unjustified technical 
barriers to trade." 

Comment: The new clause was added to empower the President to attack other 
countries' policies forbidding or requiring labeling of genetically engineered foods. 
Recently genetically engineered soy beans and so-called "Frankenfood" tomatoes 
with fish genes spliced in were refused entry into the European Union, which has 
a precautionary ban on growing or importing of such crops. 

Reagan-Bush Fast Track: 

8. Unfair Trading Pract/ces— discipline forms of subsidy having adverse trade ef- 
fects 

Clinton Proposal: 

Eliminated 

Comment: Eliminating this provision closes yet another possible avenue for re- 
quiring environmental and labor provisions be enforced in core trade texts. A lead- 
ing theory of those promoting binding environmental and labor standards in trade 
agreements is that the absence of such rules is equal to an unfair subsidy for the 
company or country exploiting labor or the environment. Thus, dumping of toxics 
by a foreign factory producing products to import into the U.S., rather than paying 
for their proper disposal as required of U.S. competitors, is seen as taking a subsidy 
on public health or environmental quality. It was this provisions under which Presi- 
dent Clinton promised some Members of Congress during NAFTA that he would 
issue a new executive order specifically making labor and environmental failures an 
unfair trade practice. This executive order was never issued. Elimination of this pro- 
visions would restrict future presidential action in this regard. 

Reagan-Bush Fast Track: 

9. Tradein Services -reduce or eliminate barriers, taking into account "domestic 
objectives, including, but not limited to, the protection of legitimate health or safety, 
essential security, environmental, consumer, or employment opportunities interests 
and the law and regulations thereto." 

Clinton Proposal: 

Moved to objective 2. 

Addition: Previous language replaced by "reduce or eliminate barriers to inter- 
national trade in services, including regulatory and other barriers that deny na- 
tional treatment and unreasonably restrict the establishment and operation of serv- 
ice suppliers." 

Comment: This change replaces safeguards for health, safety, and the environ- 
ment and "employment opportunities" with a mandate to "reduce or eliminate" such 
regulations if th^ limit trade in services. This provision would cover health care, 
transportation, telecommunications, broadcast, and all other service sectors. 
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Reagan-Bush Fast Track: 

10. Intellectual Property— enforcement of protections, establish international 
standards. 

Clinton Proposal: 

Moved up to objective 4. 

Addition: Language added: full implementation of GATT Trade-Related Intellec- 
tual Property (TRIPs) Agreement; strengthening enforcement of intellectual prop- 
erty rights through "accessible, expeditious, and effective civil, administrative and 
criminal enforcement mechanisms." 

Comment: In the same legislation that withdraws the President's ability to nego- 
tiate enforceable labor and environmental provisions, protections for intellectual 
property are expanded through criminal enforcement. That is to say that U.S. nego- 
tiating objectives are to see violations of intellectual property rights punished 
through criminal, civil and trade remedies, while labor rights cannot be n^otiated, 
much less enforced. This is the first use of obtaining criminal penalties to enforce 
a trade provision contained in U.S. trade negotiating objectives. This negotiating ob- 
jective also calls for full implementation of the highly controversial GATT TRIPs 
agreement that is opposed by hunger activists in developing countries for putting 
monopoly patents on seeds, by consumer advocates worldwide for eliminating com- 
pulsory licensing (and thus affordability for poor consumers) of pharmaceuticals and 
medical devises and by religious advocates and ethicists worldwide for promoting 
the patenting of lifeforms. 

Reagan-Bush Fast Track: 

11. Foreign Direct /nvestmant— eliminate barriers, expand principle of national 
treatment, develop international agreed upon rules to ensure free flow of foreign di- 
rect investment taking into account "domestic objectives, including, but not limited 
to, the protection of legitimate health or safety, essential security, environmental, 
consumer, or employment opportunities interests and the law and regulations there- 
to." 

Clinton Proposal: 

Name changed to "Foreign Investment" and moved to objective 3. 

Additions: "freeing of transfer of funds relating to investments: reducing or elimi- 
nating performance requirements and other unreasonable barriers to establishment 
and operation of investments: establishing standards for expropriation and com- 
pensation for expropriation..." 

Comments: This provision now tracks exactly the provisions of the Multilateral 
Agreement on Investment, the expansive new global investment treaty which has 
been 90% completed at the OECD. "Expropriate and compensation" are entirely new 
U.S. trade negotiating objectives. Under this concept, a corporation or investor could 
directly sue a government for monetary compensation if it felt that its investment 
was being undermined by government action. This concept has been likened to the 
GOP Radical Takings Agenda that was defeated last Congress. A limited provision 
of the NAFTA incorporating this concept is now being exploited by the U.S. Ethyl 
Corporation who is suing the government of Canada for $251 million for damage 
to the name of their gas additive, MMT, which the Canadian parliament was consid- 
ering banning. MMT is banned in many U.S. states because it destroys catalytic 
converters and contains substances know to have harmful effects to child develop- 
ment. 

Reagan-Bush Fast Track: 

12. Safeguards -make transparent, temporary 
Clinton Proposal: 

Eliminated 

Reagan-Bush Fast Track: 

13. Specific Barriers— to obtain competitive opportunities for U.S. exports sub- 
stantially equivalent to opportunities afforded foreign exports to US markets 

Clinton Proposal: 

Name changed to 'Trade barriers and Distortions" and moved to objective 1. 

Deletion: Language on substantially equivalent opportunities. 
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Comment: Given the growing U.S. trade deficit, it is perverse to eii mi nate the one 
negotiating objective that addressed reciprocity in trade poiicy. 

Additions: "directiy related to trade" added as limitation to definition of barriers 
and distortions that should be eliminated and further limiting clause added to defi- 
nition of barriers to be eliminated as those "that decrease market opportunities for 
U.S. exports..." 

Comment: These new limitations have the same effect as above in restricting what 
topics the President may negotiate. 

Reagan-Bush Fast Track: 

14. Worker Rights— "(A) to promote respect for worker rights: (B) to secure a re- 
view of the relationship between worker rights to GATT articles, objectives, and re- 
lated instruments with a view to ensuring that the benefits of the trading system 
are available to all workers; (C) to adopt, as a principle of the GATT, that the denial 
of worker rights should not be a means for a country or its industries to gain com- 
petitive advantage in international trade." 

Clinton Proposal: 

Name changed to "Worker Rights and Environmental Protection" and moved to 
final objective in proposal, number 6. 

Additions: The chapeau of the section limits consideration of these issues to 
"through the World Trade Organization." 

Comments: This addition relegates to the WTO all future discussion of labor and 
environmental issues. Sending these issues to the WTO is equivalent to sending 
them directly to Hell. In its December 1996 Singapore Ministerial Declaration, the 
WTO announced its refusal to deal with labor issues, declaring that the Inter- 
national Labor Organization (ILO) is the appropriate forum for such discussions. 
Unlike the powerful WTO, there is no enforcement mechanism at the ILO. The 
WTO has had a committee on Trade and Environment for almost three years. To 
the extent that committee has done anything, it has been to identify for elimination 
environmental measures that limit trade. 

Change Subsection (A) replaced with: "to promote respect for internationally rec- 
ognized worker rights, including with regard to child labor." 

Comment: Previous fast tracks merely referred to promotion of "worker rights." 
According to the definition of internationally recognized labor rights, child labor is 
covered. Specific mention here is rhetorical. Oddly, the definition section of he bill 
also provides a definition for "core labor standards," although that term is not used 
in the Administration proposal. 

Addition: (C) Worker rights modified by "internationally recognized." 

Addition: New Subsections: (D) to promote sustainable development: and (E) to 
seek to ensure that trade and environmental protection are mutually supportive, in- 
cluding through further clarification of the relationship between them." 

Comment: As meaningless as the worker rights provisions above are, the environ- 
mental provisions are worse. Not only is all discussion relegated to the WTO, but 
the terms of discussion are only to clarify the relationship between trade and envi- 
ronment. 

Addition: Non-binding hortatory clause added at end: The U.S. will also seek to 
establish in the International Labor Organization a mechanism for the systematic 
examination of, reporting on, and accountability for the extent to which member 
governments promote and enforce core labor standards." 

Comment: This provision has no legal meaning and is not enforceable. It is not 
a negotiating objective. Nor, does it relate to U.S. trade negotiations. The provision 
calls for the U.S. to "seek to establish" a reporting system of labor rights violations, 
a mechanism already in place at the ILO. 

Reagan-Bush Fast Track: 

15. Access to Fiigh Techno/ogy— eliminate barriers to US equitable access to for- 
eign-developed technology 

16. Border Taxes— Adjust GATT to balance direct versus indirect tax approach in 
different countries 

Clinton Proposal: 

Both objectives eliminated 

NEW SUBSECTION IN CLINTON PROPOSAL 2(c): "Guidance for negotiators (1) 
In pursuing the negotiating objectives described in subsection (b), US negotiators 
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"shall take Into account" list of domestic objectives found in Reagan-Bush fast track 
at 1101(b)(9) and "In the course of negotiations conducted under this Act, the USTR 
shall" consult with and keep fully apprised of the negotiations private sector trade 
advisors and to take into account ability of US to retain the ability to rigorously 
enforce its trade laws. 

Comment: This substance of this provision had appeared in the Reagan-Bush fast 
track as a limitation on a specific negotiating objective. It is unclear what its legal 
authority is in its new positioning as a "guidance for negotiators." "Guidance for ne- 
gotiators" is not a known mechanism and is not in itself a negotiating objective. 
Moving this provisions is a clever rhetorical devise because it puts the word health 
and job opportunity and consumer into a paragraph of the fast track bill, but does 
so in a way that does not make these matters allowable negotiating objectives. 

NEW SUBSECTION IN CLINTON PROPOSAL 2(d): "Adherence to Obligations 
Under Uruguay Round Agreements" The President shall take into account in de- 
cided with which countries to negotiate the extent to which that country has imple- 
mented its obligations under the Uruguay Round. 

III. Trade Agreement Negotiating Authority 

(Sec. 1102 1988 fast track; Sec. 3 of Clinton proposal) 

Section name changed in Clinton Proposal to 'Trade Agreement Procedures" 

Reagan-Bush Fast Track: 

(a) Agreements Regarding Tariff Barriers: Gives President authority to enter into 
trade agreements with foreign countries and to proclaim changes, continuation, set- 
ting of duties as he determines to be required or appropriate to carry out any such 
trade agreement. Authority runs through J une 1993. 

Clinton Proposal: 

Maintains same language and updates new extension of authority as existing 
through October 1, 2005. 

Additions: New section "(6) Other Tariff Modifications" providing that none of the 
limitations of duration (through 2005) or other specific conditions for proclamation 
of tariff changes set forth in the new bill will apply to the authority given the Presi- 
dent in the 1994 Uruguay Round Agreements Act to proclaim tariff cuts or enter 
into agreements in the areas that were topics of negotiation in the GATT Uruguay 
RouncT (Subsection B) And extends this broad authority contained in sec. 115 of the 
Uruguay Round Agreements Act also to "part of an interim agreement leading to 
the formation of a regional free-trade area." (Subsection A) 

Comment: The provision relating to continuation of and superiority of the nego- 
tiating authority in the Uruguay Round means negotiations in all areas covered oy 
the Uruguay Round are authorized indefinitely, rather than through the 2004 end- 
ing date of this proposed fast track grant. 

The new authority concerning interim agreements is to allow the president to 
make concession in APEC (Asian Pacific Economic Cooperation) or the FTAA (Free 
Trade Area of the Americas, the hemispheric NAFTA) without a specific fast track 
grant by Congress for APEC or the FTAA. 

Reagan-Bush Fast Track: 

b) Agreements Regarding Nontariff Barriers-, provides authority through J une 
1993 for president to enter into agreements reducing such barriers "only if such 
agreement makes progress in meeting the applicable objectives described in sec. 
1101. (Both overall and principle objectives.) 

(c) Bilateral Agreements Regarding Tariff and Nontariff Barriers: provides author- 
ity through J une 1993 for President to enter into agreements such barriers "only 
if such agreement makes progress in meeting the applicable objectives described in 
sec. 1101. (Both overall and principle objectives.) The President must give 60 days 
written notice to the Ways and Means and the Finance Committees of intention to 
enter into such an agreement. 

Clinton Proposal: 

These two sections are merged under new title: "Agreements Regarding Tariff and 
Nontariff Barriers" Duration of authority is extended through Oct. 1, 2005. 

Additions: Authority is newly limited only to agreements making progress in prin- 
ciple, but not overall objectives via 3(b)(2). 

Comment: This change means that the matters covered in the first five objectives 
(including relating to foreign countries environmental and labor measures directly 
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related to trade and limiting US exports) are not to be subject to impli mentation 
using the fast track procedure. That is to say, these are items the President would 
have authority to negoitiate, but not to impliment in the fast tracked bill. Thus, only 
measures relating to clarifying the relationship at the WTO of environment and 
labor issues and trade could be in fast-tracked trade legislation. 

Additions: Section 151 of the 1974 Trade Act (first establishing fast track) is 
amended by replacing it with: "if changes in existing laws or new statutory author- 
ity is required to implement such trade agreement or agreements or such extension, 
provisions which are necessary or appropriate to implement such trade agreement 
or agreements or extension and which are related to trade.... and provisions nec- 
essary for purposes of complying with sec. 252 of the Balanced Budget and Emer- 
gency Deficit Control Act of 1985..." 

Comments: This change adds the "related to trade" language, plugging any loop- 
hole left over by eliminating coverage of all principle trade negotiating objectives. 
It also newly puts into order for fast track consideration any revenue offsets re- 
quired by the Balanced Budget Act to make up for revenues lost through tariffs 
cuts. 


IV. Other Key Provisions 

Other major changes from the previous fast track inciude 

1. Fast Track is automatically extended to NAFTA expansion to Chile and ant 
agreement implementing the "built In" agenda or “work programs" of the GATT Uru- 
guay Round. (Clinton Proposal Sec. 6.) In past fast tracks. Congress has had 60 
days to disapprove a President's request to apply fast track congressional procedures 
to a particular negotiations. This so-called "emergency brake" provision is elimi- 
nated. 

The provision regarding work plan of the GATT Uruguay Round is one avenue 
through which the congressional consideration of the MAI could be covered under 
this fast track. Normally, for an agreement to obtain fast track congressional consid- 
eration, the request to Congress for fast track coverage must be done before negotia- 
tions start. However, this provision of the Administration's proposal eliminates both 
the notice requirements and Congress' ability to do anything to stop fast track from 
applying. Of course, the Uruguay Round's work program included negotiations on 
an investment agreement. Negotiations have been conducted in parallel at the 
OECD and the WTO on an investment agreement. 

2. Broad discretion for the President to declare private sector trade advisory com- 
mittee reports classified. (Clinton Proposal Sec. 3(c)(4).) Currently, these reports are 
public records. 


OUESTIONS AND ANSWERS ABOUT FAST TRACK NEGOTIATING AUTHORITY 

What Is Fast Track Negotiating Authority? 

Fast Track is a set of rules mostly about how Congress will consider the domestic 
legislation implementing trade agreements, not about the authority to negotiate 
trade deals itself. The term "fast track" refers to several related congressional proce- 
dures used for certain international trade and investment agreements. 

Fast Track is one version of how negotiating authority is delegated from the Legis- 
lative branch (which has exclusive constitutional authority over regulation of foreign 
commerce) to the Executive branch. Fast Track allows the Executive branch to con- 
duct trade negotiations under a guarantee that whatever agreement is concluded. 
Congress will consider it with no amendments allowed and limited debate. Insti- 
tuted by President Nixon in 1973, this extraordinary process has only been used five 
times.i Fast Track negotiating authority is only one version of how Congress could 
delegate authority to the Executive branch on such trade issues. Alternative proc- 
esses would maintain more leverage for Congress to shape negotiations. 


ipast track has only been used five times: the Tokyo Round of GATT (1975), the U.S.-Canada 
F ree T rade Agreement (1988), the U .S.-l srael F ree T rade Agreement (1989), the N orth Ameri can 
Free Trade Agreement (1993) and the Uruguay Round of GATT establishing the World Trade 
Organization. 
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How Does Fast Track Negotiating Authority Work? 

Fast Track r^uires Congress to agree, before seeing any text (or for that matter, 
before negotiations begin) that when a trade pact is finished. Congress wiii vote on 
the agreement AND aii of the changes to domestic iaw required to conform U.S. iaw 
to the pact under thefoliowing terms:^ 

A. a dosed ruie (absoiuteiy no amendments): 

B. maximum 20 hours of floor debate in each chamber; 

C. an up or down vote; 

D. legislation written by the Executive branch; 

E. bypass regular congressional committee procedures, such as mark ups; 

F. vote within 60 legislative days after that legislation is submitted to the Con- 
gress. 

Trade implementing legislation, which in the case of both NAFTA and GATT 
numbered thousands of pages, made hundreds of amendments to conform our exist- 
ing laws with the trade texts. 

What Is Congress' Role Under Fast Track Negotiating Authority? 

To obtain such a pre-agreed closed rule before even initiating a negotiation, the 
President must notify Congress that he wants to negotiate a specific trade agree- 
ment with fast-track procedures.^ Congress must then vote to refuse the application 
of fast-track procedures to a specific agreement by a vote of both Houses within 60 
days.4 

If Congress fails to reject the Fast Track request in 60 days, the President is then 
free to negotiate the Agreement knowing Congress will be required to vote on legis- 
lation drafted by the Executive branch under a closed rule. Under the statute, the 
President must next involve Congress by notifying Congress 90 calendar days before 
he intends to sign the trade agreement. After the President enters into (/.e, signs) 
the agreement following the expiration of the congressional notice period, he may 
submit the signed trade agreement, implementing legislation, and certain required 
supporting information to Congress for approval.^ Congress must then vote yes or 
no within 60 legislative days. 

Fast T rack and Congress: Responsibility But No Authority 

Polls show that the public expects Congress to be in control of domestic issues 
which are impacted by trade agreements like food safety, truck and highway safety 
and illegal drugs. Under Fast Track, Congress loses the authority and the ability 
to shape these issues though they are still ultimately held responsible for the result. 
Once Congress signs off on Fast Track they lose the ability to control the outcome 
of the negotiations. For instance, since 1988, putting labor standards into trade 
pacts has been a U.S. negotiating objective under Fast Track. When the Executive 
branch has returned with agreements without labor standards. Congress, limited to 
an up or down vote, could not put them into the agreement. 

Is Fast Track Mandatory for Negotiating a Trade Agreement? 

The Executive branch has the capacity to negotiate with foreign sovereigns right 
now. Thus, the notion that without fast track, no "major trade deals are possible" 
is simply untrue. In fact, this extraordinary delegation of authority has only ever 
occurred five times, twice in the Clinton Administration. Yet the Clinton Adminis- 
tration touts in testimony and press releasee more than 200 trade agreements which 


^statutory references for specific fast track provisions: no amendments to the impiementing 
iegisiation or the trade agreement are permitted under the fast-track procedures at 19 U.S.C. 
2191(d). The 60 day voting requirement consists of two aspects contained at 19 U.S.C. 2191(e); 
The congressionai committees to which the impiementing biii is referred have oniy 45 iegisiative 
days to review it but without any changes, at which time it is automaticaiiy referred to the fuii 
House, and a fioor vote must then be taken within 15 iegisiative days. In calculating the time 
periods for action in either chamber, the days on which that House is not in session are ex- 
cluded. 19 U.S.C. 2191(e)(3). The limitation of debate to not more than 20 hours, divided equally 
between those favoring and those opposing the legislation is located at 19 U.S.C. 2191(f)(2) & 
(g)(2). 

^Notification is at 19 U.S.C. 2902(c)(3)(C). 

‘‘Disapproval is at 19 U.S.C. 2903(c)(1)(A) & (2). 

^Id. 2903(1)(B). Although not required by statute, some Administrations have invited selected 
Members or Committees to hold what they call "unmark ups" and "unhearings" to discuss the 
Executive Branch text before it is formally submitted. Meanwhile, Members not chosen for this 
arbitrary process only obtain the legislative language when it is presented for final consider- 
ation. 
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were negotiated and implemented without fast track. Among these trade agreements 
completed without Fast Track are expansive and multilateral agreements like the 
ITA (International Technology Agreement) and the Telecom Agreement and bilat- 
eral and plurilateral agreements including the two J apanese Auto Agreements. As 
well, currently, the Clinton Administration is close to completion on negotiations of 
the 29-nation, highly complicated Multilateral Agreement on Investment (MAI), and 
deep in the talks on the WTO's Financial Services Agreement and parts of Asian 
Pacific Economic Cooperation (APEC). In fact, the entire MAI negotiation has oc- 
curred during a period where the Administration has not had Fast Track authority. 

This Unique Extreme Delegation of Authority Is No Longer Appropriate 

No limitation of congressional authority as severe as Fast Track exists in U.S. 
law. For instance, while some budget votes are granted closed rules automatically 
in advance, budget bills are shaped by Congress and have undergone extensive con- 
gressional committee process. 

Given that today's "trade" agreements are no longer just about tariffs and quotas, 
the extreme, total delegation of congressional authority represented by Fast Track 
simply is no longer appropriate. For example, the NAFTA text sets standards for 
the pesticide residues on the food children will eat; restricts how intensely border 
meat inspection can be conducted without being a trade barrier; specifies the length 
and weight of trucks that will travel in North America; restricts how local tax dol- 
lars can be used, for example by forbidding performance requirements such as man- 
dating recycled paper content in government procurement. 

What Trade Agreements Will Be Included In This Fast Track? 

The Administration has stated that this Fast Track authority would include ex- 
pansion of the North American Free Trade Agreement (NAFTA) to Latin America 
and to the Caribbean starting with Chile, and then to Asia through the Asian Pa- 
cific Economic Cooperation (APEC); the Multilateral Agreement on Investment 
(MAI) and expansion of the World Trade Organization, which implements the Gen- 
eral Agreement on Tariffs and Trade (GATT). 

What is the Origin of Fast Track? 

Fast Track was established by President Nixon in 1973 but has its roots even far- 
ther back. Under the 1933 Tariff Act, the trade negotiating authority delegated from 
the Legislative to the Executive branch did not cover non-tariff issues at all. During 
the Kennedy Round of GATT negotiations— the Round prior to the mid-1970s Tokyo 
Round— the first non-tariff issue arose in trade negotiations: standardizing customs 
classifications. President Truman was informed by Congress that he needed to ob- 
tain specific congressional approval for the necessary changes to U.S. statutes set- 
ting the tariff classification system. The Executive branch did not do this and in- 
stead used its existing proclamation authority to "declare" the law changed. This did 
not go over well with Congress. There was a specific congressional vote (which was 
not necessary) to show support for the Kennedy Round itself— but to also announce 
that the Customs Classifications could not be changed except through congressional 
action. 

This bit of turf war was then used by President Nixon to propose an amendment 
to the existing proclamation authority to specifically allow the President to proclaim 
changes to actual laws as needed to conform them to trade negotiations. Of course, 
this suggestion also did not go over well with Congress either— to say nothing of 
some rather major constitutional problems it would have posed. The "deal" that got 
cut in this turf war is the procedure we now call "fast track." Flowever— the entirety 
of the non-tariff issues which President Nixon obtained fast track to cover was that 
customs classification and a non-binding agreement on 'Technical Barriers to 
Trade." 


Does Fast Track Eliminate Special Interest Deals in Congress? 

Fast Track functions as a type of super glue for port barrel deals in trade agree- 
ments. Because no amendments are allowed. Congress is thus forced into rejecting 
entire trade agreements or approving special deals and unsavory amendments The 
two times fast track was used by the Clinton Administration to negotiate a trade 
agreement a bounty of special interest deals were involved. 

With the GATT Uruguay vote in a lame duck session of Congress in late 1994, 
one foreign auto company got a multi-million dollar tax break in the GATT imple- 
menting legislation, a certain cellular phone interest was given a special deal, pen- 



174 


Sion liabilities for certain companies were relieved, controversial changes in the U.S. 
Savings Bond Program were made and so on. These items had nothing to do with 
implementing the text of the Uruguay Round. 

Much has been written about the dozens of special interest deals conducted by 
the Clinton Administration in the final days of the NAFTA vote. Any Member who 
supported NAFTA also approved, for instance, an obscure provision of NAFTA's im- 
plementing legislation which retroactively wiped out tariffs owed on Canadian-made 
Flonda Civics shipped to the United States since 1989. 

A Wall Street Journal/NBC News poll, conducted I uly 26-28 1997, found that 
61% of Americans oppose Fast Track. The poll asked: "President Clinton will ask 
Congress to give him "fast track" authority to negotiate more free trade agreements. 
This would mean that once the negotiations are completed. Congress would take an 
up or down vote, but not make any amendments or changes. Do your favor or oppose 
this?"l IIF avor F ast T rack: 32% 

Oppose F ast T rack: 61% 

For more information about Fast Track or NAFTA, please contact Public Citizen's 
Global Trade Watch at (202) 546-4996. 


Statement of Hon. J ack Quinn, a Representative in Congress from the State 

of New York 

During the debate on the extension of fast track trade authority we have heard 
many arguments about the pros and cons of free trade. In theory there are many 
benefits of free trade. Flowever, in practice, these benefits often don't materialize. 

As members of Congress, we strive to create economic conditions that encourage 
the creation of good job opportunities and raise the standard of living of all Ameri- 
cans. While Congress debates trade expansion, our attentions should be focused on 
what effect a new trade pact will have on American workers, and whether or not 
it will improve our standard of living. 

I must state my strong opposition to the extension of fast track trade authority. 
It is clear to me that recent trade pacts have failed to achieve a net job increase 
or an improvement of the standard of living in this country. The effects of the North 
American F ree Trade Agreement (NAFTA) make clear the argument that free trade 
can be harmful to America. 

After only a few years, it has become obvious that NAFTA has cost America jobs. 
In my state of New York alone, we have lost over 20,000 jobs since the NAFTA 
agreement, according to the Bureau of Labor Statistics. In fact, every state in the 
union has reported a net job loss under the NAFTA regime. It is no secret as to 
where these jobs are going. Every region of the country has seen numerous indus- 
tries literally pack up and relocate outside our borders. 

Furthermore, the NAFTA agreement is eroding Americans' standard of living. J ob 
loss due to NAFTA is greatest in the high-paying manufacturing sector. In Buffalo, 
New York we have already seen the devastating effects of manufacturing job loss. 
Manufacturing jobs are often the heart and soul of a community. They allow fami- 
lies to live healthy, stable existences, often times on only one income. The fact of 
the matter is, when thesejobs are lost, they do not return. 

When a manufacturing job is replaced with a service level job, there is no job loss, 
but there is a significant income loss. This phenomena is evident in the decline of 
real wages since the NAFTA agreement was implemented. Real wages in the U.S. 
have declined by 4% in just four years. 

A decline in wages isn't the only factor in the erosion of Americans' standard of 
living. Under NAFTA, the United States has suffered from a massive influx of ille- 
gal drugs from Mexico, an increase in contaminated food from Mexico, and the im- 
portation of items that were produced through child labor and environmental deg- 
radation. 

I find it hard to believe that the United States would be eager to create new trade 
pacts before it addresses these problems. I am a co-sponsor of the NAFTA Account- 
ability Act and the Import Produce Labeling Act, both of which seek to address the 
flaws of NAFTA. I encourage the Administration to review this legislation. Further- 
more, I urge the Administration to take aggressive steps towards alleviating the nu- 
merous flaws of NAFTA, including job loss, wage decline, drug flow, the importation 
of contaminated food, and environmental damage. 

Rather than pursue free trade at all costs, the United States should practice re- 
sponsible trade. Responsible trade seeks to lower burdensome and unnecessary bar- 
riers to trade while preserving American interests. Increasing exports is not the 
only goal in a trade agreement. A trade agreement must serve all Americans. 
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Stewart and Stewart 

Washington, DC 

October 7, 1997 


Mr. A.L. Singleton 
Chief of Staff 

Committee on Ways and Means 
US. House of Representatives 
1102 Longworth HouseOfficeBuilding 
Washington, D.C. 20515 

Re: TR-17, Hearing on Implementation of Fast Track Trade Authority 

Dear Mr. Singleton: 

In response to the September 25, 1997 Advisory from the House Committee on 
Ways and Means Subcommittee on Trade, I submit these comments on the Presi- 
dent's proposed legislation for renewal of fast track negotiating authority for trade 
agreements. Our firm has represented a wide variety of industries and worker 
groups over the years on trade matters. Many of our existing clients operate inter- 
nationally. The views expressed herein, however, are those of the author and do not 
necessarily reflect the views of our clients or my firm. 

1. Any fast track negotiating authority must permit the Administration to 

ADDRESS ISSUES AFFECTING TRADE THAT REMAIN UNRESOLVED 

What many have discovered over time is that as one layer of trade restrictions 
has been removed, another layer becomes apparent. Moreover, as trade becomes in- 
creasingly global, the types of problems that need to be addressed to enhance ration- 
al resource allocation may be different than have been previously addressed. While 
intellectual property enforcement and services were not viewed as important "trade" 
issues in the 1960s and 1970s, they became core objectives in the Uruguay Round. 
The success of the U.S. in the Uruguay Round in addressing intellectual property 
enforcement and starting the process of establishing rules and liberalizing trade in 
services flowed in part from the fact that U.S. negotiating objectives included ad- 
dressing these areas of increased importance to U.S. business. 

As the negotiations on basic telecommunications demonstrated, however, the 
areas that need to be addressed to actually liberalize trade in various areas may 
go beyond issues normally part of the existing "trade" umbrella (e.g., the issue of 
cross-subsidization in situations where there are monopoly suppliers). 

In the area of unfair trade practices, there are a range of practices that are not 
currently reachable in fact that may seriously prejudice U.S. exporters. Some prac- 
tices are "private" (though arguably government tolerated) and hence not subject to 
internationally agreed rules at the present time. Even private practices that are ad- 
dressable, such as dumping, are not in fact addressable when occurring in export 
markets. While third country dumping actions are permissible, no third country ac- 
tion has ever been accepted by the U.S. or any other country. No cause of action 
exists where foreign producers are targeting U.S. producers globally in multiple 
markets. Yet this is a growing problem that should be addressable. 

Hence, the U.S. negotiating authority should reflect both specific objectives in par- 
ticular areas and provide sufficient breadth to permit the Administration to address 
additional issues as they arise or are identified. 

Similarly, the U.S. did not achieve all of the objectives it set for itself in the Uru- 
guay Round negotiations. The objectives not met have not necessarily lost their im- 
portance since 1988. The disparate treatment for direct and indirect taxes under 
international rules is a case in point. Eliminating the disparate treatment should 
be an objective in any future negotiations. The language reported by the Senate Fi- 
nance Committee earlier this month attempts to ensure at least comparable breadth 
of direction as that provided in the 1988 Omnibus Trade and Competitiveness Act. 
Hopefully, the House Ways and Means Committee bill will be similarly comprehen- 
sive. 
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2. Sectoral liberalization and obj ectives should be promoted where sectors 

DESIRE 

The U.S. has achieved some notable successes by focusing on the total needs of 
particular sectors in the past. Agriculture and basic telecommunications are two ex- 
amples. Similarly, some sectors have wanted expedited trade liberalization and have 
been subject to "O-for-0" negotiations or tariff harmonization exercises. 

While Congress has shown an interest in promoting the tariff elimination objec- 
tives, there has not been specific authorization or objectives set to explore "WTO 
plus" arrangements in sectors where U.S. industry supports such an undertaking. 
Last year's information technology agreement ("ITA") is a notable success. Yet, tar- 
iffs are usually only one part of the issues that need to be addressed for trade flows 
to improve. Certainly where a sector expresses an interest in exploring such ex- 
panded and expedited liberalization, U.S. negotiating objectives should provide for 
inclusion of such subjects in ongoing or future negotiations. ITA II attempts to do 
that for information technology products. Why should other goods and services sec- 
tors not have similar opportunities? 

Similarly, where sectors are interested in expedited tariff elimination or tariff 
harmonization, U.S. negotiators should view such harmonization or expedited elimi- 
nation objectives as important goals for the negotiations. 

3. Agricultural obj ectives need to reflect market realities 

Because agriculture around the world has been highly regulated and heavily sub- 
sidized for decades, liberalization poses certain major challenges not seen in most 
other goods areas. The fact that developed countries have tariffs higher than 100% 
(indeed above 600% for at least one country) shows the obstacles that exist to liber- 
alized trade. While the U.S. is highly competitive in a wide range of agricultural 
products, recent agricultural reform efforts, which reduce U.S. subsidy levels, leave 
U.S. farmers exposed to disparate subsidy treatment abroad which is specifically 
permitted under the WTO. As further liberalization is pursued in agriculture, care 
should betaken to ensure that net protection levels (tariffs, subsidies (both domestic 
and export) and other non-tariff barriers) are harmonized with U.S. levels on prod- 
ucts where foreign government subsidies are significantly larger on a per unit basis 
than those provided by the U.S. Companies should not be asked to compete against 
foreign treasuries. 

Similarly, the Uruguay Round Agreement on Agriculture recognized that perish- 
able and seasonal products within agriculture may require special rules. See Article 
5.6 of the Agreement on Agriculture. U.S. negotiators should seek agreed rules to 
reflect the unique characteristics and needs of such products in any agreement 
which deals with agricultural products. Trade rules should make sense and apply 
to all products. Our antidumping law and international agreements have long recog- 
nized the concept of "regional" industry. In agriculture, perishable and seasonal 
products have characteristics that should be accounted for in the hurdles for rights 
being invoked and for the relief that follows. 

Finally, international rules should be negotiated to deal with injurious trade flows 
that reflect international agreements or national laws that discriminate against de- 
veloped country producers of agriculture in areas such as agricultural chemical use. 
The problems for farmers in the U.S. and other developed countries from the future 
ban some ten years ahead of developing countries of methyl bromide is one example. 
While the U.S. may decide for other reasons to accept an earlier phase out of use 
of certain chemicals for environmental purposes, our farmers should not lose out at 
least in the U.S. market because of that decision. 

4. Every agreement should provide for effective safeguard measures and 

WORKERS, companies AND COMMUNITIES SHOULD HAVE ACCESS TO MEANINGFUL 

ADJ USTMENT ASSISTANCE 

For roughly fifty years, every trade agreement has included some form of safe- 
guard provision. For many years, there has also been in domestic law some form 
of trade adjustment assistance. The promises repeatedly made to American workers, 
their companies and their communities is that those who pay for the benefits of 
trade liberalization will be able to seek temporary relief and assistance. Those prom- 
ises have been the backbone of the bipartisan support for trade liberalization in our 
country. Yet, in the last twenty years, the U.S. safeguard law has been almost im- 
possible to invoke and the Congress and various Administrations have provided in- 
adequate adjustment assistance funds. Is there any real doubt about why organized 
labor no longer actively supports further trade liberalization when the safety net re- 
peatedly promised has seldom been in place? The WTO does not require the high 
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negative rate of decisions by the U.S. International Trade Commission or the inac- 
tion by the President that characterizes Section 201 cases. Congress should ensure 
that fast track authorization continues to insist not only on safeguard agreements 
but that such agreements be useable in fact when trade developments warrant. Con- 
gress should also ensure that adjustment assistance is in fact available and that it 
is meaningful. Economists, most businesses and many politicians argue that in- 
creased trade benefits most people. Why should the many beneficiaries expect those 
who are hurt to bear the cost alone? 


5. Services 

With roughly two-thirds of GDP accounted for by services, it is little wonder that 
the U.S. has been leading the calls for liberalization in trade in services. While 
many service sectors offer the opportunity for growth in exports, a priority should 
be provided for expanding market access in service sectors that facilitate growth in 
goods exports. To date, a number of such sectors have received extensive consider- 
ation: basic telecommunications, financial services, professional services. However, 
sectors such as the express integrated air-cargo services and other transportation 
areas similarly deserve sectoral analysis and broad based liberalization. These areas 
obviously have multiplier effects on trade expansion when liberalization is success- 
ful. 


6. Investment 

The U.S. properly has included and continues to stress liberalization in invest- 
ment rights. The TRIMs agreement was a minimal step in the right direction. Ef- 
forts underway within the OECD offer some promise. However, as negotiations with 
China for its accession into the WTO and as problems in sectors such as auto- 
mobiles in various countries in Asia and the Americas demonstrate, trade flows are 
being seriously distorted by tariff and investment policies of a number of important 
nations in the world. I strongly support the proposed language from the Administra- 
tion. 


7. Exchange rate volatility 

While past Administrations have not viewed exchange rate poli^ as a "trade" 
issue, the significant swings in exchange rates of certain currencies in the past dec- 
ade have often been more trade distorting that all of the tariff and non-tariff bar- 
riers pursued by the USTR. Industries can move from being competitive to non- 
competitive or vice versa in a matter of months because of currency movements. 
Congress should include negotiating objectives for the Administration to improve ex- 
change rate policies to minimize exchange rate volatility and to maximize the likeli- 
hood that the exchange rate reflects the underlying competitiveness of the country 
in question. 

The Senate Finance Committee bill includes as a negotiating objective addressing 
current account surpluses. The same objective was in the 1988 Act. While I support 
inclusion of the negotiating objective and the aggressive use by the Secretary of the 
Treasury of his authority under 22 U.S.C. 5304(b)(it is not clear why J apan and 
China are not currently the subject of bilateral negotiations under this provision), 
more can and should be done to provide companies, investors and workers more ra- 
tional market environments in which to operate. 

8. Regional Free Trade Areas 

Article XXI V of the GATT 1994 and Article V of the GATS do not require all prod- 
ucts to be covered in a regional free trade agreement. Past Administrations have 
taken the position that 100% of trade should be covered in all cases. This is not re- 
quired by the language of the WTO and can result in unnecessary economic hard- 
ships and unnecessary political opposition to liberalized trade. At a minimum. Con- 
gress should establish negotiating objectives that require an appropriate recognition 
of highly import sensitive products in (a) coverage and (b) transition periods. Article 
XXIV:8(b) uses the term "substantially all the trade." This term has no accepted 
meaning within the GATT or WTO, although some early cases suggest 85% coverage 
as adequate to satisfy. Most other regional agreements provide some carve outs for 
particularly sensitive products. There is no reason that the U.S. cannot show great- 
er flexibility on this issue. 

Similarly, with regard to transition periods, the language of the Understanding 
on the Interpretation of Article XXIV of the General Agreement on Tariffs and 
Trade 1994 permits periods longer than 10 years on those products where tariffs 
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are being eliminated "in exceptional cases." Highly sensitive products in NAFTA re- 
ceived 15 year phase-outs. Where an industry can make the case for an even longer 
phase out period, it should not be excluded from consideration. Similarly, nothing 
in the WTO prohibits the schedule of adjustments to backload phaseouts as well 
where such a schedule would be appropriate. 

Sincerely, 

Terence P. Stewart 


Statement of the Wi ne I nstitute 

The experience of the U.S. wine industry with the trade negotiation process has 
been disappointing. Despite Congress's consistent call for market-opening opportuni- 
ties for U.S. wine exports, the history of U.S. wine trade policy is a series of one- 
sided agreements that have tilted the international playing field sharply against 
U.S. winegrowers. Today, the U.S. has the most open market for wine imports and 
the lowest tariffs of any major wine-producing country, while U.S. winegrowers face 
high tariff and non-tariff trade barriers around the world. 

Congress became concerned about inequities in the market for wine and other al- 
coholic beverages after the Tokyo Round of multilateral trade negotiations was con- 
cluded in 1979. In the Trade Agreements Act of 1979, which implemented theTokyo 
Round accords. Congress instructed U.S. negotiators to examine the trade barriers 
facing U.S. exports of alcoholic beverages, including wine, in an effort to construct 
a strategy for opening overseas markets to U.S. products. The U.S. industry voiced 
its concern then over the "disparity between U.S. tariff and non-tariff measures re- 
garding wine, and those maintained by other countries" which placed the U.S. in- 
dustry in serious jeopardy. 

In responding to Congress’s request, the President conceded the U.S. wine indus- 
try's point. The President's Report detailed the structural imbalance in tariffs and 
other trade barriers facing the U.S. wine industry as a result of the Tokyo Round 
negotiations, the first negotiations completed under the so-called "fast track" proce- 
dures for Congressional approval. The 1981 Report revealed that the United States 
had much lower tariffs than almost all other major wine-producing countries and 
markets for U.S. wine. It also cataloged a wide array of non-tariff barriers hindering 
U.S. exports, including monopoly practices, required price mark-ups, restrictive la- 
belling rules, certification requirements, and restrictions on winemaking practices. 

Moreover, the President concluded that the U.S. had already lost any leverage 
they might have had in future negotiations. He confirmed that— 

[sjubstantial reductions were made in U.S. tariff and non-tariff measures govern- 
ing imported alcoholic beverages during the [Tokyo Round], therefore it is unlikely 
that the U.S. could offer equivalent concessions in the alcoholic beverage sector in 
exchange for a reduction in trade barriers by other countries. 

In other words, the President acknowledged that, having traded away much of the 
United States' negotiating leverage, the U.S. had few tools, other than "concessions 
by the United States in other product sectors," to restore any balance to U.S. wine 
trade. 

That led Congress to enact the Wine Equity and Export Expansion Act in 1984 
urging the Executive to rectify the damage to the U.S. wine industry's interests. The 
Act recognized that— 

there is a substantial imbalance in international wine trade resulting... from the 
relative accessibility enjoyed by foreign wines to the United States market while the 
United States wine industry faces restrictive tariff and non-tariff barriers in vir- 
tually every existing or potential foreign market. 

To redress that competitive imbalance. Congress directed the U.S. Trade Rep- 
resentative ("USTR")— 

to enter into consultations with each major wine trading country to seek a reduc- 
tion or limitation of that country's tariff barriers and non-tariff barriers to (or dis- 
tortions of) trade in United States wine. 

Congress required the negotiators to report back on their progress. 

In late 1985, President Reagan responded with a report that summarized the re- 
sults of consultations conducted under the Wine Equity and Export Expansion Act 
requirements. The report of discussions with various countries details the limited 
progress made; the consistent theme that runs through the report was the pledge 
that the remaining barriers would be addressed in the next round of multilateral 
trade negotiations within the framework of the General Agreement on Tariffs and 
Trade ("GATT"). 
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The lack of progress achieved in the initial round of discussions led Congress, in 
the Omnibus Trade and Competitiveness Act of 1988, to renew the provisions of the 
Wine Equity and Export Expansion Act. By then Congress had renewed the Presi- 
dent's negotiating authority. President Reagan had concluded a free trade agree- 
ment with Canada, and the Uruguay Round of multilateral trade negotiations had 
begun. President Bush responded to the 1988 Act's requirements by forwarding a 
report prepared by the USTR. It reported the progress made in the U.S. -Canadian 
Free Trade Agreement, but acknowledged that the agreement had done little to 
deter the Canadian provinces from discriminating against U.S. exports. The remain- 
der of the USTR's submission echoed the same themes of the 1985 report to Con- 
gress-little progress, an intent to consult further, and deferral of remaining issues 
to the Uruguay Round of GATT talks. 

Despite nearly two decades of effort. Congress has yet to see any dramatic results. 
Rather than heed Congress's calls for equity, the U.S. has concluded a series of 
trade agreements that have compounded the U.S. industry's problems. 

Instead of closing the gap between lower U.S. tariffs and higher foreign tariffs, 
the gap has grown. Our foreign trading partners have maintained their non-tariff 
barriers to imports of U.S. wines. 

The U.S. -Canada Free Trade Agreement ("FTA") was supposed to create a pref- 
erential trading relationship between the U.S. and Canada. In the case of wine, 
however, U.S. products continued to face discriminatory barriers to trade. 

Wine sales in Canada are conducted by the provincial governments. The provinces 
mark up the price of U.S. wines to account for the incremental costs of importing 
the products. Key provinces— Ontario and British Columbia— utilized highly inflated 
"cost of service" markups that bore no relationship to the actual incremental costs 
associated with importing. The inflated markups, coupled with preferences the prov- 
inces maintained for European and South American wines, placed U.S. products at 
a disadvantage in the local market until industry-led negotiations with the individ- 
ual Liquor Control Boards in Ontario and British Columbia resulted in cost-of- 
service reductions to levels comparable to the charges imposed on other countries 
exporting wine to Canada. 

The results of NAFTA for wine were dramatic. Coincident with NAFTA, Mexico 
gave Chilean wines an immediate tariff reduction from 20 to 8 percent, and a guar- 
antee of duty-free status in four years. Today, Chile exports wine to Mexico duty 
free. By contrast, U.S. wines were scheduled to receive a 10-year phase out, leaving 
U.S. wines at a significant competitive disadvantage in the Mexican market. 

When NAFTA ratification was uncertain, the Clinton Administration gained sup- 
port from the California congressional del^ation by pledging to correct the inequi- 
ties of the U.S. wine and brandy industries' treatment under NAFTA within 120 
days of the agreement's entry into force. This has not been done. When the Adminis- 
tration was designing its Mexican bailout program, it did not respond to suggestions 
by Members of Congress to use the bailout to correct the NAFTA situation. 

Today, as a result of a corn broom dispute, Mexico has increased its tariffs on 
wine and brandy to the pre-NAFTA 20% level. 

The most dramatic example of the failure to heed Congress's instructions, how- 
ever, lies in the results of the Uruguay Round. When the talks began, the U .S. had 
the lowest tariffs of any major wine producing country. The U.S., nonetheless, 
agreed to a 36 percent reduction in the U.S. wine tariff to take effect the day the 
agreement entered into force— J anuary 1, 1995. 

The European Union, by contrast, agreed to reduce their applied wine tariffs by 
a mere 10 percent, with no actual reduction in European tariffs for the first 3 years 
of the agreement. Other countries agreed to reduce their tariffs by 10-20 percent, 
but, in many instances, those figures were based on reductions in "bound" rates, not 
the tariff rates actually applied to U.S. exports, which diminished any benefit to 
U.S. producers. The remaining countries declined to reduce wine tariffs at all. 

Another way to measure the success in implementing the strategy called for by 
Congress in the Wine Equity and Export Expansion Act is to examine the barriers 
to U.S. exports that remain in place. 

The European Union is both the largest wine producing and consuming entity in 
the world. The United States has opened its market to European wine exports. We 
are Europe's largest export market. 

Under pressure from pending legislation to enact the Wine Equity and Export Ex- 
pansion Act, the European Community in 1983 entered an agreement with the 
United States to liberalize trade in wine by amending restrictive rules on 
winemaking practices and import certifications. This agreement, known in the in- 
dustry as the "Wine Accords," has failed to secure significant access to the European 
market. 
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Despite the Wine Accords, the European Union continues to impose restrictions 
on production methods based on spurious heaith concerns. For exampie, European 
Union ruies prohibit wine makers in E.U. member countries from using the ion- 
exchange process, which is wideiy used in the United States. E.U. officiais have pub- 
iidy conceded that this process does not raise any heaith concerns; it simpiy im- 
proves the taste of wine. The prohibition on the use of ion-exchange was originaiiy 
designed to protect the Bordeaux and Burgundies from competition from wines orig- 
inating in the iess prestigious growing areas in Europe. The tactic has since been 
transiated into internationai trade. 

In the Wine Accords, the U.S. agreed to grant protection of various appeliations 
of origin that had not become "semi -generic" in exchange for permission to use ion- 
exchange and certain other wine making practices on products exported to Europe. 
Whiie the U.S. has honored its commitments, the European Union has faiied ade- 
quateiy to fuifiii its part of the bargain, iimiting entry to temporary exemptions 
from the ruies on a six-month or yeariy basis. By piacing market access in constant 
jeopardy, the Europeans raise the risk for and cost of U.S. companies attempting 
to buiid brand recognition in Europe. 

Likewise, the European Union continues to impose restrictive import certification 
requirements. In marked contrast to the ease with which foreign wines enter the 
United States, U.S. wines must undergo an arduous process to enter the European 
Market, with each wine shipment requiring production and shipping information 
and eight costiy chemicai tests. 

The Uruguay Round agreement on standards, iike the Wine Accords, is aiso sup- 
posed to prevent the use of faise heaith daims as trade barriers. Thus far, it has 
had no impact on E.U. policy. 

The faiiure of the Wine Accords, however, is oniy part of the probiem. What fol- 
iows is a brief cataiog of the tariff and non-tariff measures U.S. wine exports con- 
tinue to face in Europe in addition to those noted above. 

Tariffs-. Aithough European tariffs were aiready 3 times higher than U.S. tariffs 
on an ad valorem basis, the U.S. agreed in the Uruguay Round to reduce our tariffs 
by 36 percent whiie the European Union reduced its appiied tariff rates by oniy 10 
percent. 

Labelling Issues-. By heaviiy reguiating "quaiity" terms on iabels and by retaining 
exciusive rights to the term "tabie wine," the European Union inhibits U.S. export- 
ers from effectively marketing their wines. 

Trademarks-. The European Union permits a new appeiiation of origin to nuiiify 
or, in some circumstances, co-exist with an oider estabiished trademark, thereby 
raising the risks and costs for U.S. companies, particuiariy those that bear the 
names of famiiies that originaiiy emigrated from Europe. 

E.U. Enlargement The European Union raised tariffs on U.S. wine exports to 
Sweden, Finiand, and Austria when they joined the European Union and imposed 
the E.U.'s array of non-tariff barriers: the USTR has sought "compensation" without 
success. 

U.S. wine producers continue to face significant trade barriers in Taiwan, not- 
withstanding the iimited accompiishments of the USTR in negotiating access to the 
Taiwanese aicohoiic beverages market. U.S. wines face a staggering 275 percent 
markup due to the combined effect of import tariffs and excise taxes not paid by 
domestic producers in Taiwan. In addition, Taiwan bars anything more than a mini- 
mai markup at the retaii ievel, thus inhibiting Taiwanese retaiiers from stocking 
U.S. wines. 

The USTR has recognized a number of significant trade barriers confronting U.S. 
wine in J apan. These inciude a 21% tariff, restrictive additive iabeliing reguiations, 
additive standards, and testing systems, as weii as groundiess chaiienges to some 
U.S. winemaking practices. 

In the People’s Republic of China, U.S. wine faces a 70% tariff. In addition, the 
USTR has acknowledged that American companies face difficulties in getting the 
soleofficial distributor to handle their products. 

What the history of trade negotiations and the partial catalog of foreign trade bar- 
riers set out above illustrates is that, despite the admonition of Congress and the 
opportunity to succeed, the U.S. has not achieved a level playing field for U.S. 
winegrowers. 
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